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Intelligent prevention effort and economy 


of operation are two of the reasons for 


the savings that are returned to policy- 


holders of Mill Mutual Fire Insurance. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 
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STABILITY 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mér., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 
General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 











2—November, 1938 JouURNAL OF AMERICAN INSURANCE 








ae “Calling All Drivers” 





Reducing automobile acci- 
dents is a personal prob- 
lem. Safety experts are 
helpless without the indi- 
vidual cooperation of all 
automobile drivers. You 
can do your part by lend- 
ing your active personal 
support to local, state, and 


national safety campaigns. 


HARDWARE MUTUAL CASUALTY COMPANY 


HOME OFFICE: Stevens Point, Wisconsin * Organized Under The Laws Of Wisconsin 
Licensed In Every State & Offices Coast to Coast 


Providing Select Risks With SAFE SAVINGS On Automobile and Other Lines Of Casualty Insurance 
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THIS MONTH 


RIVING along toward the end of 

the year we find ourselves view- 
ing territory characteristic of the most 
active business season— the rough 
terrain of competition and, the de- 
tours necessary because of perplex- 
ing signs of the times. But all in all 
the journey is pleasurable because of 
the continually changing scene ® There 
is an inquiry into mud-slinging which 
represents, we think, what the reac- 
tion of the public generally is to the 
lower grade kind of solicitation; and 
balanced with this a speech by a mu- 
tual veteran who knows how to as- 
semble facts and deliver them with- 
out rancor ® Observations of a garage 
man concerning the cause of auto 
accidents are commented on and ex- 
cerpts from a recent article about the 
subject in a popular magazine make 
up a parcel of pertinent common 
sense * Compensation insurance gets 
attention in two instances, one going 
into the question of age in relation 
to accidents and the other making a 
survey of the perennial topic of in- 
dustrial disease. Both of these arti- 














cles have a satisfying mixture of prac- 
ticality and forward looking vision, 
and while reflecting much that is 


technical will be good reading for any 
student of the trends of compensation 


coverage * We cannot resist having a 
little fun with our stock company 
brethren in the “Bunk of the Month” 
pages, and within the humorous refer- 
ences possibly there may be discerned 
a few constructive ideas to ponder 
over. News and more news, and so 
the issue goes to press. 


Can it be that time for a 

Christmas number is here NEXT 
again? Well, we 

shall do our best to MONTH 
please you. Perhaps we may hold the 
issue until after the Commissioners’ 
Convention at Des Moines in order 
to give a fresh report of the sessions 
there * Here’s hoping you experience 


only passing gastronomic casualties on 
Thanksgiving Day. 
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JOHN J. HOLMES 


Commissioner of Insurance 
State of Montana 


(oe HOLMES has the gift of successful administration and 
under his management the insurance affairs of his state have had 
excellent attention. Practical experience in selling preceded his coming into 
office in 1933 and the problems of the producer and the company and the 
policyholder were thus familiar to him at the outset of his public career. His 
administrative talents are embellished with a capacity for wit and humor 
which has given him a national reputation among the insurance fraternity’ 
His National Association of Commissioners committee appointments are: group 
hospitalization, taxation, workmen’s compensation, and special committee on 
interstate liquidation and reorganization. 












































HE individual who looks at the 

surface of the insurance news 

these days is prone to come to 
the conclusion that the business daily 
becomes more and more entangled in 
a jungle of controversies and of 
puzzling reversals of circumstance. 
Competition seems more bitter than 
ever before. New problems seem to 
arise overnight to tax the ingenuity 
of leaders who already have plenty 
of troubles on their hands. The old 
problems seem to remain just about 
as complicated as they were when 
first they came into prominence. Off- 
hand, there does not seem to be a 
great deal of reason for Thanksgiv- 
ing in the insurance business. 


But this is a reaction which comes 
of taking only a surface point of 
view in a field which is so full of 
complexities that the surface prob- 
lems are unimportant. To anyone 
who looks beneath the surface to 
ponder the year’s broad developments 
there appear to be at least some rea- 
sons for a degree of satisfaction 
over the progress which has been 
made in the past twelve months. 

Take the matter of losses.: 

The past year has seen a continua- 
tion of the recession in general busi- 
ness which set in last fall, and one of 
the axioms of the fire insurance busi- 
ness is that buildings burn much 
more frequently when business is bad 
than when it is booming. Studies ex- 
tending back more than fifty years 
show that the fire loss totals have 
invariably risen in times of business 
depression. A slight rise is reported 
in very recent months, but for the 
first nine months of this year the 
total continued to hover around the 
low level which has prevailed for 
several years past. The loss total for 
the first nine months of 1938 was ap- 
proximately $215,000,000 as against 
about $209,000,000 for the same pe- 
riod of 1937, and about $219,000,000 
for the first nine months of 1936. 
Until a few years ago the loss figures 
were uniformly very much higher. 


A line even more immediately 
responsive to business conditions is 
workmen’s compensation insurance, 
for here premiums are based directly 
upon actual payroll. In the past, 
when men have been laid off and 
premiums have decreased, there has 
often been a sharp upturn in com- 
pensation loss experience. Whether 
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ee SOME REASONS FOR 
INSURANCE THANKSGIVING 


it has been due to malingering by the 
injured unemployed, or may be as- 
cribed to other causes, is beside the 
point; the point is that it was ex- 
pected to develop during the past 
year. But it failed to do so. The 
ranks of the unemployed were in- 
creased materially during the year, 
but the compensation experience has 
remained satisfactory. 


But by far the most important de- 
velopment in loss improvement dur- 
ing the year, because it is full of so 
much promise for the future, has 
been the sharp decrease in the num- 
ber of automobile fatalities. The Na- 
tional Safety Council, custodian of 
the statistics in this matter, reported 
at its Silver Jubilee Safety Congress 
in Chicago recently that during the 
first nine months of 1938 there had 
been 21% decrease in automobile 
fatalities as compared with the first 
nine months of 1937. That the de- 
crease cannot be attributed to a de- 
crease in the use of automobiles is 
attested by the fact that gasoline 
consumption was approximately the 
same for the two periods. That it 
was no mere accidental decrease is 
made unlikely by the circumstance 
that 38 of 43 reporting states showed 
decreases. 


It is evident that the long, and 
once apparently hopeless, campaign 
against traffic deaths is beginning to 
show results. Many organizations 
must share the credit for the con- 
tinuance of the campaign, among 
them the insurance companies which 
have been placing increasing stress 
upon the necessity for safer driving 
practices. But no matter to whom the 
credit is due, the result achieved is 
the same—the public is beginning to 
see that the prevention of traffic fa- 
talities is something which is to its 
own interest, and in which it is im- 
mediately concerned. There seems no 
reason why, with such an attitude of 
mind spreading, there should not be 
further decreases in the traffic 
slaughter from year to year. 


The underwriting side of the in- 
surance business has not been idle. 
In line with the increased interest 
which the insurance carriers have 
been taking for several years in the 
improvement of their public relations, 
a great deal of work has been done 
looking toward an improvement in 
the policies offered the insuring pub- 
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lic. Considerable progress has been 
made in the revision of the standard 
fire policy. A revision of the stand- 
ard automobile policy, with new pro- 
visions which will give the public 
greater protection than it has ever 
before enjoyed, has engaged some of 
the best minds in the business for 
many months, and the issuing of a 
new type of contract is expected in 
the very near future. 


One of the greatest forward steps 
that insurance has taken during the 
past year has been its increased co- 
operation with other groups in work- 
ing out common problems. 


Typical is the closer liaison which 
has been effected with the credit 
men’s organizations. It has been 
brought home both to insurance men 
and credit men that insurance is to- 
day the very backbone of credit in 
America, and further joint endeavors 
are regarded as certain to result in 
better relations between the two 
groups in the future. 


Deve: medical profession furnishes 
another case in point. During the 
past year insurance representatives 
have been working ever more closely 
with the medical associations upon 
situations which concern both. As a 
result matters which were potential 
causes of friction between these two 
groups are on their way to amicable 
solutions. 

There has been a decided improve- 
ment within the past year in the re- 
lations between insurance and the 
legal profession. The controversy 
over whether insurance adjusters 
have in the past been infringing upon 
the field of the lawyer in the adjust- 
ment of claims, long a smoldering 
issue, came into the open during the 
year. The dispute is being worked 
out to the satisfaction of both sides— 
not by the long series of court actions 
which once would have been thought 
necessary, but by a series of con- 
structive conferences between repre- 
sentatives of the Bar and insurance 
executives. As an indication of what 
can be done in the settling of further 
disputes between the two groups the 
handling of this situation has set a 
most salutary example. 

All in all, there seems to be a good 
deal of white meat on the insurance 
turkey this Thanksgiving. 
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Illinois Issues Auto Finance 


Rules 


ERNEST PALMER, DIRECTOR OF IN- 
SURANCE FOR THE STATE OF ILLINOIS, 
has issued new regulations covering 
the handling of insurance on auto- 
mobiles bought on the instalment 
plan. The purpose of the new regula- 
tions is to place instalment buyers of 
automobiles on the same basis as cash 
buyers with respect to this type of 
insurance. 

The regulations, which apply spe- 
cifically to insurance placed by or 
through finance companies handling 
the paper on cars bought on the in- 
stalment plan, will become effective 
January 1. 


Director Palmer’s communication 
follows in full: 
TO ALL COMPANIES WRITING 
FIRE, THEFT, COLLISION OR AL- 
LIED LINES OF MOTOR VEHICLE 
INSURANCE IN THE STATE OF 
ILLINOIS: 


Under date of April 19, 1938, Depart- 
mental Bulletin AR-16, was sent to all com- 
panies which Bulletin was in the form of 
a questionnaire calling for certain informa- 
tion relative to automobile finance business. 
The information obtained served as the 
basis for a comprehensive study of finance 
business and this Department is now pre- 
pared to announce certain definite rules 
and regulations governing the writing of 
that class of business which all companies 
doing business in this State will be required 
to follow on and after January 1, 1939. 

1. Policies issued whether as master 
policies or to cover individual automobiles 
shall be the same as the policies regularly 
used in writing motor vehicle business in 
the State, and which have been filed with 
this Department. 

2. This Department recognizes the neces- 
sity for a standard master policy form for 
finance business, as well as a standard form 
of finance certificate which will clearly 
define the interests thereunder of finance 
company, purchaser or dealer. Further rec- 
ognizing the inter-state nature of finance 
business this Department recommends 
prompt adoption by the Convention of In- 
surance Commissioners of a standard mas- 
ter policy form and certificate for country- 
wide use and is prepared to adopt as 
mandatory for use in Illinois any such 
forms having the approval of the Conven- 
tion of Insurance Commissioners. 

Companies shall require that a cer- 
tificate or policy be actually placed in the 
hands of each car purchaser within thirty 
days following its effective date. 

4. Certificates issued under a master 
policy shall contain all of the printed con- 
ditions of the regular automobile policy 
issued by the insuring company and filed 
by them in this state. 

5. Certificates shall clearly show the 
terms and conditions of the master policy 
form. Certificates shall be printed in type 
which is legible. 

6. Certificates and copies thereof or pol- 
icies shall clearly set forth the limits of 
liability, specific insurance rates and pre- 
miums and insurance coverages. 

7. Certificates or policies furnished to 
car purchasers shall be legally counter- 
signed by an agent duly licensed in the 

(Continued on page 26) 


JourRNAL oF AMERICAN INSURANCE 








Notes About 
the 
Insurance World 


e 


Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


FOR EVERY ONE HUNDRED DOLLARS 
OF CHEMICALS MADE AND SOLD, THREE 
dollars goes for research—American 
Bakers’ Association reports that in 
1900 only 5% of the bread consumed 
by the American people was baked 
outside the homes, while today the 
figure is 85% and in cities reaches 
98% —Auto thefts composed 13% of 
all crimes in the United States and 
its possessions for the first half of 
1938—A Czechoslovakian wife has 
applied for divorce on the ground 
that her husband, a retired school- 
master, wastes all his time preparing 
a telephone directory with all the 
names spelled backwards — Profes- 
sional blood donors have been grant- 
ed a union charter by the A. F. of L. 
—More than 100 different useful 
products are now being made from 
corncobs—International Management 


Congress has received a survey show- 
ing that 90% of the young men and 
50% of the young women are unfit 
to marry—Tire manufacturers, 
changing to rayon instead of cotton 
as the base in the production of tires, 
promise 50% increased mileage—The 
number of tax levying bodies in the 
United States totals 175,000—30,000 
American bakeries, large and small, 
bake 1,000,000,000 loaves of bread a 
month—The speed of fire engines in 
Philadelphia has been limited to 35 
miles an hour by the Mayor because 
of a recent accident—Average weekly 
attendance in motion picture houses 
in the United States has increased 
from 57,000,000 persons in 1927 to 
85,000,000 persons in 1937, whereas 
the average admission price during 
the same period has dropped 5c— 
Chemists have developed ways of 
actually making flowers and vegeta- 
bles grow without soil. 











‘WPA Publishes Summary 
and Index of Research 


THE RESULTS OF SOME 2,000 RE- 
SEARCH PROJECTS CARRIED ON AS PART 
of the federal work relief program 
are summarized briefly in a digest 
and index which has been published 
by the Works Progress Administra- 
tion. This volume of 291 pages con- 
tains a concise statement of the prin- 
cipal conclusions of each study and 
an alphabetical subject index to the 
contents. The reports on these proj- 
ects touch upon nearly every field of 
natural and social science and many 
of them have appeared in the form 
of articles in scholarly journals. 
However, several hundred of the re- 
ports summarized in this index are 
in manuscript form, and arrange- 
ments have been made with the 
American Documentation Institute 
whereby microfilm copies of the or- 
iginal reports will be furnished at 
nominal rates for the use of research 
specialists. A small edition of this 
volume has been prepared for dis- 
tribution to the larger public and 
university libraries, where it will be 
available for reference, and for gov- 
ernment departments, industrial con- 
cerns and research foundations. A 
limited supply of copies of this Index 
of Research Projects are still avail- 
able. Requests should be addressed 
to the Works Progress Administra- 
tion in Washington. . 


Tentative Program for 
Commissioners’ Meeting 
Announced 


GEORGE S. VAN SCHAICK, VICE PRESI- 
DENT OF THE NEW YORK LIFE INSUR- 
ance Company and former Superin- 
tendent of Insurance of New York 
State, will be the principal speaker at 
the opening session of the National 
Association of Insurance Commis- 
sioners’ mid-year meeting to be held 
at Des Moines, Iowa, December 5-7. 
In addition to Mr. Van Schaick, the 
tentative program which has just 
been announced by Secretary Jess G. 
Read, reveals that following the ad- 
dresses of welcome by the Governor 
of Iowa, the Mayor of Des Moines 
and a representative of the Des 
Moines Chamber of Commerce, re- 
sponse will be made by Commissioner 
Arthur Ham of Wyoming, First Vice 
President of the Association. 


The afternoon of December 5 has 
been set aside for Committee meet- 
ings and on the following morning a 
general session will be held. That 
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same afternoon reports of Commit- 
tees that met the previous day will be 
heard. The program for Wednesday, 
December 7, has not been definitely 
announced as yet. 

Convention entertainment features 
include a reception at the Hotel Fort 
Des Moines on Sunday evening, De- 
cember 4; a stag party for men, at 
which the Pamunkey ceremonial will 
be presented, ou December 5, and the 
annual banquet on December 6. In 
addition this is to be supplemented 
with drives, sightseeing and similar 
features. Entertainment for the wom- 
en include a luncheon and style show 
and a bridge party. 

Maurice V. Pew, Insurance Com- 
missioner of Iowa, and host to the 
forthcoming convention, has an- 
nounced that all available space in 
the Hotel Fort Des Moines already 
has been reserved and those who 
have not made reservations should 
write directly to either the Hotel 
Kirkwood or Hotel Savery in Des 
Moines. Rates are from $3.50 single 
to $6.00 double at the Kirkwood and 
from $3.00 single to $5.00 double at 
the Savery. 


Casualty Actuarial Society 
Holds Annual Meeting 


THE PRESIDENTIAL ADDRESS OF 
LEON S. SENIOR ON “EXPERIENCE RAT- 
ing on the Road to Reform” and the 
presentation of papers on ‘Watch 
Your Statistics” by Gustav F. Mich- 
elbacher, “Surety Rate-making—an 
Approach to the Subject” by Edward 
C. Lunt, “Aviation Insurance” by 
Barbara H. Woodward, and “Tables 
Adapted for Machine Computation” 
by Francis S. Perryman, featured 
the annual meeting of the Casualty 
Actuarial Society held at the Hotel 
Biltmore, New York City on Novem- 
ber 17 and 18. 


In addition to the aforementioned 
speeches the order of business in- 
cluded the Secretary’s report, admis- 
sion of new Associates and Fellows, 
election of officers and members of 
the council, formal discussion of pa- 
pers previously submitted, and an in- 
formal discussion of surety rate-mak- 
ing, wherein methods adopted by 
surety experts were compared with 
principles followed by casualty actu- 
aries. 

Speakers at the Society’s Twenty- 
Fourth Anniversary Dinner held on 
the evening of November 17 included 
Honorable Louis H. Pink, Superin- 
tendent of Insurance of the State of 
New York, S. Bruce Black, Presi- 
dent, Liberty Mutual Insurance Com- 
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pany, Edson S. Lott, Chairman of 
the Board, United States Casualty 
Company, and Edward C. Stone, 
United States General Manager and 
Attorney, of the Employers Liability 
Assurance Corporation, Ltd. 


Guill to Meal S20. 
Insurance Quiz 


APPOINTMENT OF GERHARD GESELL 
AS CHIEF ATTORNEY FOR THE SECURI- 
ties Exchange Commission’s investi- 
gation of insurance companies has 
been announced. Ernest J. Howe of 
Denver, Colorado, was appointed 
Chief Financial Advisor for the in- 
surance study. An examination of the 
investment policies in the insurance 
industry is being made by the Com- 
mission’s Monopoly Division and this 
analysis is part of the broad investi- 
gation of economic practices being 
conducted by a Committee of con- 
gress members and executive officials. 

Mr. Gesell, a native of New Haven, 
Connecticut, was graduated from 
Yale Law School in 1934. 

Mr. Howe, a resident of South 
Orange, New Jersey, has been in the 
investment banking business for the 
last fifteen years. 

William O. Douglas, Chairman of 
the Securities Exchange Commission, 
has indicated that the Commission’s 
Monopoly Division would be ready to 
begin public hearings on the insur- 
ance industry by the first week of 
January, if the general study commit- 
tee desires it. 


Life Presidents Meet 
December 1-2 


DISCUSSIONS OF WIDE INTEREST, 
NOT ONLY TO THE LIFE INSURANCE 
world, but to the public generally, are 
foreshadowed in the formal an- 
nouncements for the thirty-second 
annual Convention of the Association 
of Life Insurance Presidents to be 
held at the Waldorf Astoria in New 
York City on December first and 
second. 

The theme of the meeting will be 
“Underwriting America’s Human 
Values”. Developing various aspects 
of this central topic, leaders in the 
life insurance business will discuss 
a broad range of subjects. They will 
be joined by prominent representa- 
tives in important fields outside of 
life insurance who will bring to the 
Convention viewpoints from their re- 
spective spheres. 


To aid in developing the central 
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theme, special surveys are now in 
progress which will permit presenta- 
tion to the Convention of data re- 
viewing significant trends in various 
branches of the life insurance busi- 
ness. Containing data eagerly await- 
ed by life company executives, ad- 
dresses based on these surveys will 
alfo be of public interest generally. 

(For example, enlightening infor- 
mation will be presented on such 
questions as what the American peo- 
ple currently are accomplishing by 
utilizing life insurance as an under- 
wtiter of human values in the per- 
formance of the business and pre- 
serving those values in 1938. Life 
insurance investments will be the sub- 
ject of another address for which 
data that will disclose significant 
trends is being gathered. A leading 
life insurance medical director whose 
remarks will be based in part upon 
1938 mortality experience as revealed 
by the records of a large group of 
companies, will discuss these findings 
in their relation to the central theme. 
Another address figuring importantly 
on the agenda of the Convention will 
deal with the activities of America’s 
life insurance agents. 

In addition to Hon. Frank M. 
Julian, President of the National As- 
sociation of Insurance Commission- 
ers, and Superintendent of Insur- 
ance of Alabama, others who will ad- 
dress the meeting include Julian 
Price, President of the Jefferson 
Standard Life Insurance Co., 
Greensboro, North Carolina; and a 
Canadian Statesman who occupies a 
position of high importance in the 
Dominion Government. 


Case History of a Fire Engine 


AN INTERESTING ITEM CONCERNING 
A FIRE ENGINE WHICH FACES DISSO- 
lution with hardly a run to its credit 
has recently come to our attention. 

Purchased long ago when motor 
driven engines were first adopted, 
this machine—a pumper—exceeded 
even the expectations of the city 
fathers. It pumped all right—not 
wisely, but too well. In fact, it near- 
ly pulled the water mains out of the 
ground. 

Soon after its purchase it was 
placed on sale at $1100, only a tenth 
of its original cost. There it was pur- 
chased by a then wealthy farmer who 
planned to turn it over to the authori- 
ties in his city. They, however, didn’t 
want slightly used fire engines so the 
farmer took the pumper home. There 
it stood in his shed for nearly twenty 
years, useless and aging, until re- 
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cently when he sold it to a scrap iron 
and metal company. 


ee 8® ® 
Mutual Fire Engineers View 
Protection Experiments 





Photo by W. H. Rodda 


What a few spoonfuls of dust can do when 
conditions are right for an explosion. 


AS A PART OF THE CONFERENCE OF 
THE ASSOCIATION OF MUTUAL FIRE 
Insurance Engineers, recently held in 
Washington, D. C., a visit was made 
to the experimental laboratories of 
Dr. David J. Price in charge of dust 
explosion research in the Department 
of Agriculture. The picture above 
gives only a faint idea of the power 
generated by an explosion of a small 
quantity of flour suspended in the air 
of a building and ignited by an elec- 
tric spark. 

Visits were also made to the Bu- 
reau of Standards where experiments 
involving fire resistance of various 
materials were being conducted. The 
“G men” headquarters provided an 
interesting hour especially in relation 
to arson detection. 

The papers given during the four 
day session of the conference were 
exceptionally well worked out and 
emphasized the constructive work be- 
ing done on the problem of fire pre- 
vention by the mutual engineers. 

The Association is an organization 
well established, with years of expe- 
rience behind it, which has demon- 
strated its continued practical value. 
The membership is increasing as the 
activities of the Association become 
more widely known. 

Officers chosen for the year 1938- 
39 were: President, L. W. Bowman, 
Employers Mutuals, Wausau, Wis- 
consin; Vice President, C. M. Row- 
ley, Lumbermens Mutual Casualty 
Company, Chicago; 2nd Vice Presi- 
dent, Herbert Muller, Improved Risk 
Mutuals, St. Louis, Missouri; Secre- 
tary-Treasurer, R. D. MacDaniel, 
Grain Dealers National Mutual Fire 
Insurance Company, Indianapolis, 





Pink Recommends Lower 
Costs for Industrial Insurance 


DEFINITE RECOMMENDATIONS FOR 
CHANGES IN INDUSTRIAL INSURANCE 
practice, designed to counteract de- 
fects and render this form of work- 
ers’ protection cheaper and more 
elastic, are contained in a report re- 
cently made public by Louis H. Pink, 
Superintendent of Insurance of the 
State of New York. Mr. Pink pre- 
sents his recommendations to the 
Joint Legislative Committee for the 
Recodification of the Insurance Law, 
of which R. Foster Piper is chair- 
man. 

This committee of the Legislature 
is investigating the subject of indus- 
trial insurance in connection with the 
recodification of the insurance laws. 
The Superintendent’s recommenda- 
tions are designed to reduce the cost 
of industrial life insurance to dis- 
courage the sale of larger amounts of 
insurance than families of small in- 
come can continue to pay and to en- 
courage the conversion of industrial 
policies into less expensive forms of 
life insurance. 


lowa Mutuals Meet 


THE MOST SUCCESSFUL CONVENTION 
IN THE HISTORY OF THE IOWA ASSO- 
ciation of Mutual Insurance Compa- 
nies—with more than 500 attending 
the two-day meeting—closed at the 
Hotel Fort Des Moines, Des Moines, 
Iowa, on November 17. 

The convention was preceded by 
meetings of the lowa Mutual Tor- 
nado Insurance Association and of 
the Farmers Mutual Reinsurance As- 
sociation. 

Following greetings from the Na- 
tional Association of Mutual Insur- 
ance Companies extended by A. E. 
Anderson of Cottonwood, Minnesota, 
that organization’s newly elected pres- 
ident, the delegates heard addresses 
by A. Kopperud, vice-president of 
the Federal Land Bank of Omaha; 
H. P. Cooper, Secretary, National 
Association of Mutual Insurance 
Companies; C. A. Norman, New 
Providence, Iowa, who discussed 
“Watching the Problems of Farm 
Mutual Insurance Managements” ; 
and H. H. Griffiths, Des Moines, who 
spoke on “Some Legal Aspects of 
Cancellation by Other than Regis- 
tered Letter”. 

The afternoon session on opening 
day of the convention was devoted to 
talks on “Mutual Insurance in the 
Competitive Field”; “Inspection for 
Loss Prevention”; “Future of Auto- 














mobile Insurance”; and reports of 
committees on uniform standard pol- 
icy and on rural electrification. 

The final day was given over to 
committee reports and addresses on 
“The Policyholders’ Interest”’ ;““Sleep- 
ing Sickness of Horses and Effect of 
the Electric Shock on the Animal 
Body” ; and “Highway Safety”. The 
meeting ended with the election of 
officers for the ensuing year. 


Preferred Risk Rating Plan 
Approved in New York 


APPROVAL OF THE MERIT RATING 
PLAN PREPARED BY A SPECIAL CONFER- 
ence committee and filed by the Na- 
tional Bureau of Casualty and Surety 
Underwriters and the Mutual Cas- 
ualty Insurance Rating Bureau for 
use in New York State has been an- 
nounced by Superintendent of Insur- 
ance Louis H. Pink. 


The new plan is a result of lengthy 

study and consideration given by the 
special committee which earlier in 
the year was appointed to reconcile 
various proposals of this nature, in- 
cluding the Safe Driver Reward 
Plan. All of these plans had the ob- 
ject of providing a reduced rate for 
3odily Injury and Property Damage 
Liability Insurance to be applied to 
the large group of private passenger 
automobiles operated by cafeful driv- 
ers. The approved plan is to be used 
in the state by all companies issuing 
policies covering the aforementioned 
risks. 

The plan as approved provides 
Class A rates for the preferred risk 
to recognize the non-occurrence of se- 
rious or repeated accidents during a 
prescribed period beginning two years 
prior to the effective date of the pol- 
icy. Higher rates are to be charged 
for automobiles where the accident 
record is such as to classify the risk 
as not eligible for the preferred rates. 

The rules and mechanics of opera- 
tion of the Preferred Risk Rating 
Plan have been simplified as much as 
possible. The plan is designed to place 
a large share of responsibility for ac- 
curate rating information upon the 
insurance company issuing a policy 
and obligates previous carriers to 
promptly furnish the proper records 
for such purposes. 

The new plan will be effective De- 
cember 1, 1938, coincident with the 
promulgation of revised rates for 
automobile insurance in the State of 
New York to be announced at the 
end of this month. 

An elaborate set of rules has been 
adopted, and forms for signed appli- 
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cation by assured and broker and for 
claim experience, if any, are included 
in the plan. 


N.F.P.A. Analyzes 1937 Fires 
by Cause and Occupancy 


AN ANALYSIS BY THE NATIONAL 
FIRE PROTECTION ASSOCIATION RE- 
veals that there were approximately 
620,000 fires in the United States 
during 1937 distributed by occupancy 
as follows: 


Number 

Occupancy of fires. 
PUBIC BUNGINGS: ........cicceieceses 11,000 
Mee ois nes toe nese nies 338,000 
Hotels, apartments, etc. ......... 51,600 
ee ree 56,900 
PRGUNMCUUTING . o.5.5 i cio cay eee ce 23,100 
NMI oa ne Seicssin cesta vee 20,200 
CIATED 6:0: :s:0:are grata eats. o's 19,600 
Garages, filling stations ......... 25,700 
Miscellaneous buildings ......... 12,900 
SN FIDO occic.s cocweerwakeses 61,000 
We ROO «5 ..c 5. ceeaateee 620,000 


The leading causes of these fires 
are indicated in the following table: 


Number 
Cause of fires. 
Chimney and flues ........0.5.. 84,600 
ee ct | ee ere 55,000 
Defective or overheated heaters 33,000 
WINE 2 So Sins. c sau bce ee 14,000 
Combustibles, near heaters ...... 20,700 
Open lights, flames, sparks ..... 11,300 
BIOE BONES, COONS oie cccwcsecass 18,500 
Careless SIMONING «00.262... 6.666605: 96,600 
Children playing with matches 17,000 
Other careless use of matches ... 21,200 
Defective electric wiring ........ 45,000 
Electric appliances, motors ..... 19,000 
Miscellaneous flammable liquids 
(including home dry cleaning 
and starting fires) ........... 24,800 
Lamps and stoves .............. 15,800 
Spontaneous ignition ........... 15,700 
MI. 6.5)5,5:6:%. 400 BOT AEA AES @ 19,300 
Miscellaneous known causes ... 81,500 
PIII iio 05.5500 is Sata do ets 27,000 
OR OOS: cc 5x a's-caanaawe ees 620,000 


The above estimates are based on 
reports of State Fire Marshals and, 
while they are not exact records, they 
give a fair indication of the distribu- 
tion of fires by occupancy and cause 
classifications and are the most re- 
liable data available. 


Traffic Deaths Down 21% 


STATISTICS RECENTLY RELEASED BY 
THE NATIONAL SAFETY COUNCIL SHOW 
that the traffic death total for the first 
nine months of this year was 22,130 
—a reduction of 5,820, or 21%, from 
the total of 27,950 for the same pe- 
riod last year. 

The Council states that if this re- 
duction rate can be maintained during 
the final quarter of 1938, the year’s 
traffic death total will be 8,500 below 
that of last year. If the year’s death 
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total is reduced, 1938 will be the sec- 
ond year to show a decrease since the 
nation began compiling its automo- 
bile fatalities in 1906. There was a 
small decrease in 1932. 

The saving in lives in September 
alone was 690, or 19%, below that of 
September last year. The savings in 
lives by months this year are as 
follows: 


AS Serre 460 
ED cn svins Kae cane men 450 
NY 5 5 pos bie ak ee 560 
BE 6s ov vbegewhekena ween 410 
BE iale ce ki anctone we wn a ania 750 
BAG 55-9 nb ea ek canbe ane 720 
ee ree aay eee 800 
ME vib opvadanxauetsonses 980 
DUE iv eNsttaoratovecues 690 

Tete SOE voce nd iccaaw 5820 


The steady drop in traffic deaths 
has not been due to any decrease in 
travel. Figures for the first eight 
months of the year show that travel 
increased a fraction of 1% over 1937, 
while a 26% drop in August fatali- 
ties was achieved in the face of a 2% 
increase in travel for that month. 

The improvement in traffic safety 
is general from coast to coast. Only 
seven of the forty-three reporting 
states failed to cut their death toll 
for the nine months. For September, 
alone, the results were not quite so 
satisfactory, as 10 of the 39 report- 
ing states had more deaths than in 
September last year. Pennsylvania 
and Michigan are fighting it out to 
lead the nation in saving lives on the 
streets and highways. Pennsylvania 
had a 39% drop in fatalities for the 
nine months, while Michigan had a 
38% decline. 


Chicago leads the nation for lives 
saved during this period, with 141. 
Detroit is second with a saving of 126 
lives. 


Death of Thomas A. 
McGehearty 


MUTUAL CASUALTY INSURANCE LOST 
ONE OF ITS MOST COLORFUL AND BEST 
loved characters with the death of 
Thomas A. McGehearty, assistant 
vice president of the Liberty Mutual 
Insurance Company, on the night of 
November tenth. He had been, since 
their inception, a familiar figure at 
the annual Claims Conferences and 
nearly always took an active part in 
the program. When the Casualty 
Claims Executives Committee was 
organized in 1936 Mr. McGehearty 
represented the Liberty at many of 
its meetings and he continued until 
ill health in 1937 made it necessary 
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for him to curtail his activities. He 
was known and respected by both 
stock and mutual claims men, with 
scores of friends in every company 
and city. 

Mr. McGehearty joined the Lib- 
erty Mutual in 1913 as an investi- 
gator and immediately proved his 
ability as a claims man. He made 
rapid progress in the company and 
was successively chief investigator, 
assistant general claim manager and 
assistant vice president. In _ his 
twenty-five years of service he ac- 
quired a thorough knowledge of 
claim problems and his encyclopedic 
memory was the marvel of his as- 
sociates. 

Mr. McGehearty had been ill for 
over a year and for some months 
before his death had been in semi- 
retirement. He is survived by his 
wife, Katherine, a son and a daugh- 
ter. 


Inland Marine Floater Policies 
are Revised 


SOME VITAL CHANGES IN THE 
SCHEDULES APPLYING TO JEWELRY- 
fur floater policies and _ personal 
property floater policies have been 
made by the Executive Committee of 
the Inland Marine Underwriters As- 
sociation. The changes which were 
effective as of November 5 have been 
announced as follows: 

“A credit of 15 per cent off present 
annual rates was provided for on annual 
jewelry-fur floater policies. Three-year 
policies were authorized at three times the 
currently existing rates and minimum pre- 
miumis, less a credit of 1634 per cent. These 
credits are not overlapping. 

“The executive committee furthermore 
authorized pro rata return premium on 
existing policies or optional pro rata can- 
cellation and rewriting. 

“In connection with personal property 
floater policies present rules which preclude 
the inclusion of certain scheduled property 
under three-year personal property floater 
policy were rescinded and in their stead 
the following rules were adopted: 

“*Policies may be issued to cover for a 
period of three years. The premium for 
the blanket portion of a three-year policy 
shall be calculated as follows: Three-year 
fire tariff rate plus two and one-half times 
the loadings and additional charges appli- 
cable to a one-year policy.’ 

“That the present rule under the caption 
‘Schedule Requirements’ be expunged and 
the following substituted in lieu thereof: 

“ “Scheduled jewelry and furs shall be 
subject to the rates and rules applicable to 
the personal jewelry-fur floater policy. 

“ ‘Scheduled fine arts shall be subject to 
the rates and rules applicable to fine arts 
policies. 

“*All other articles which, if covered 
under specific policies would be subject to 
the jurisdiction of the association, may, 
provided the rules of the specific class re- 
quire or permit scheduling of such articles, 
be individually itemized under the personal 
property floater but the premium charged 
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therefor shall be calculated at the rates pre- 
scribed for the blanket portion of the policy 
as if such scheduled property were in- 
cluded therein. 

“*No other property may be scheduled.’ ” 


Robert A. Barbour Dies 


IT IS WITH PROFOUND REGRET THAT 
WE INFORM OUR READERS OF THE 
death of Robert A. Barbour, presi- 
dent and treasurer of the Berkshire 
Mutual Fire Insurance Company of 
Pittsfield, Massachusetts on Novem- 
ber 12. Mr. Barbour, who was 67 
years old, had been in ill health for 
several months, having recently un- 
dergone two operations. He was a 
veteran in the mutual field and his 
passing takes from its ranks one of 
its best loved characters. 

Mr. Barbour, was born in Cam- 
bridge, Massachusetts, March 26, 
1871. He was educated in the pub- 
lic schools of Newton. Following 
in the footsteps of his father who 
was also in the insurance business 
for many years, Mr. Barbour en- 
tered the employ of Jordan Lovett 
& Company of Boston, an insurance 
firm, in 1892. 

In 1897 he joined the Berkshire 
Mutual and served in several of- 
fices before his elevation to the Pres- 
idency of the company in 1928. In 
1910 he was made assistant secretary 
of the Company and in 1912 was 
elected secretary. In 1916 he was 
named secretary and treasurer and 
in 1928 was chosen president to suc- 
ceed Henry R. Pierson, who retired. 
In addition, Mr. Barbour was also 
president of the Hampshire Fire Ins. 


1871—Robert A. Barbour—1938 








Co., which company maintains offices 
in the Berkshire’s building. 

His affiliations in the insurance 
field were numerous. He was past 
president of the Mutual Fire Insur- 
ance Association of New England, 
vice president of the Mutual Re- 
insurance Bureau of Chicago, a for- 
mer member of the Board of Di- 
rectors of the Federation of Mutual 
Fire Insurance Companies, and a 
present director of the National As- 
sociation of Mutual Insurance Com- 
panies. 

In addition to his many duties in 
the insurance business, Mr. Barbour 
was vice president of the Berkshire 
Trust Company and recently resigned 
as vice president of the Pittsfield Co- 
operative Bank. He was a past pres- 
ident of the Rotary Club. He was 
also prominent in Masonic circles, 
having been a past master of Cres- 
cent Lodge and a member of the 
Berkshire Commandery. 

Suryiving Mr. Barbour are his 
wife; two daughters, Miss Josephine 
Barbour, a social worker attached 
to the Massachusetts General Hos- 
pital in Boston, and Mrs. Marion 
Patch of Fitchburg ; and three sisters, 
Miss Mary Barbour, and Miss Ethel 
Barbour of West Newton and Mrs. 
John Davis of Cincinnati, Ohio. 


West Virginia Mutuals Meet 


THE TWENTY-FOURTH ANNUAL 
MEETING OF THE WEST VIRGINIA AS- 
sociation of Mutual Insurance Com- 
panies, held at the Gore Hotel, Clarks- 
burg, West Virginia on October 25th 
developed an interesting program. 

In addition to routine business 
problems affecting the mutual insur- 
ance companies in the State, dele- 
gates heard a number of addresses. 
Among the speeches, delivered by 
both outside speakers and delegates, 
were those of : 

Blaine Engle, Clarksburg, Presi- 
dent of the Association, who re- 
viewed the progress made by the 
group during the past year and also 
reported on the National Convention 
held earlier in the month at Syracuse, 
New York. 

C. W. Glover, Counsel for the 
American Mutual Alliance, Chicago, 
who explained in detail why the farm 
mutuals should adopt the uniform 
policy. 

J. A. Gist, Secretary-Treasurer of 
the Association, Wellsburg, West 
Virginia, who delivered the annual 
report of his office. 

N. S. Arbuckle, Lewisburg, who 
as Chairman, gave the report of the 
committee on uniform policies. 
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Experience and skill make the older worker a good compensation risk. 


Does the Attitude of Carriers 
Promote Age Discrimination? 


An Address 
By AMBROSE B. KELLY 


At the Annual Convention of International Asso- 
ciation of Industrial Accident Boards and Com- 
missions, Charleston, West Virginia. 


the subject of the relationship 

between workmen’s compensa- 
tion insurance and the older worker 
it seems desirable, in the interest of 
a proper perspective, to first con- 
sider briefly the larger problem of 
unemployment, of which it is a part. 
It is recognized that even in normal 
times we have always had some un- 
employment. When business slumps 
and the recognized indexes drop off 
the chart, our figures on unemploy- 
ment and business failures, like the 
counterweight in an elevator shaft, 
shoot up. At the bottom, in 1932, 
the total number of those out of 
work was variously estimated at 
from ten to twelve million. There 
was a substantial improvement until 
the spring of last year, when the 
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park benches and the relief rolls 
started to fill up again. Today, ac- 
cording to the latest figures from the 
United States Employment Service, 
despite an improvement in the last 
few months, over eight million peo- 
ple have applications for jobs on file. 

Admitting that millions are unem- 
ployed, our next task is to establish 
whether an unduly large percentage 
of the middle aged or older workers 
are among the unemployed. A com- 
paratively recent survey made in 
Massachusetts and published in the 
Monthly Labor Review of the U. S. 
Bureau of Labor Statistics, indicates 
that the workers between forty-five 
and sixty are not as completely em- 
ployed as those between twenty-five 
and forty-five, but that their record 
is far better than that of workers 


November, 1938—11 


less than twenty-five. This result is, 
of course, affected by the fact that 
most of the workers over forty-five 
secured their jobs when they were 
younger, and that they have contin- 
ued to hold them by reason of their 
skill and experience. Our next ques- 
tion should therefore be, “Is it harder 
for a worker over forty-five to re- 
ceive new employment?” The Mas- 
sachusetts survey previously men- 
tioned would indicate that it is, and 
that for men the dividing line, when 
age becomes a handicap rather than 
an asset, is between thirty and thirty- 
five, while with women the boundary 
is passed five years earlier. 

In the course of this discussion I 
think it should always be kept in 
mind that from a social standpoint, 
discrimination by employers against 
younger workers is just as undesir- 
able as that against those over forty- 
five. It seems clear, from the studies 
made, that the worker under twenty- 
five has just as much cause to com- 
plain as his father. 

With these preliminaries out of the 
way, we can attack our immediate 
problem, the effect of the attitude of 
the compensation carriers. I think 
it can be stated, that the attitude of 
the carriers has no effect upon the 
problem of age discrimination, be- 
cause the age of the worker is a 
matter of complete indifference to 
them: 

In support of that proposition I 
expect to prove to your satisfaction 
that : 


1. The position of the carriers on 
relations between employer and em- 
ployee forbids any interference, ex- 
cept for reasons vital to the safety 
of the employees. 

2. The loss ratio of a risk is not 
affected by the age of the employees. 

3. Every study made has reached 
the conclusion that insurance car- 
riers do not attempt to influence em- 
ployees along these lines. 

The compensation carriers have 
never, to my knowledge, formulated 
and published a statement of the po- 
sition they take on the relationship 
between employer and employee. 
From discussing the problem with 
many executives of such carriers, it 
would seem that their composite 
opinion is somewhat as follows: 

“No compensation carrier should ever 
attempt in any way to influence the rela- 
tionship between employer and employee, 
except when the continuance of the em- 
ployee in his present position would endan- 
ger his own safety or that of his fellow 
employees.” 

That this position is being main- 
tained, is evident from the fact that 
I was advised by all of the leading 
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mutual companies that they have 
never, directly or indirectly, sug- 
gested that employees be discharged 
because of their age, and they did 
not know a single case in which any 
other carrier had done so. 


these view of the carrier was 
adopted and is maintained, not 
because of social idealism, but for 
reasons of cold business logic. To 
interfere in the personnel problems 
of compensation risks would bring 
down upon the company the wrath of 
the employer and employee alike and 
might easily result in the loss of the 
business. Secondly, the compensa- 
tion carrier would receive no bene- 
fits from the employment of younger 
men. Last and all important, a car- 
rier which did so, would be “leading 
with its chin,” and would face the 
possibility of real trouble if the em- 
ployee wished to bring action against 
it. This point should have some 
elaboration. One State, Wisconsin, 
adopted a statute in 1937, making the 
revocation of license the penalty for 
such a practice. The pertinent part 
of this statute reads: 

“If any corporation licensed to transact 
the business of workmen’s compensation in- 
surance shall encourage, permit or attempt 
to influence any employer, arbitrarily or 
unreasonably to refuse employment to or to 
discharge employces, the commissioner of 
insurance may, upon complaint of the in- 
dustrial commission, under procedure set 
out in subsection (6) of section 102.31, re- 
voke the license of such corporation.” 

A reading of the cases would indi- 
cate that in other States the injured 
employee will find ready relief from 
the courts if he can prove that the 
carrier has secured his discharge. 
The Supreme Courts of Alabama, 
Illinois, Kansas and Wisconsin, and 
the Texas Court of Civil Appeals, 
have all allowed employees to re- 
cover from insurance companies 
when it was proved to the satisfac- 
tion of a jury that the company had 
secured their discharge. 

U. S. Fidelity & Guaranty Co. v. 
Millouan, 895, 732. 

London Guaranty & Accident Co. 
v. Horn, 101 Ill. App. 355, Af- 
firmed; 206 Ill. 493, 69 N. E. 
526. 

Hilton v. Sheridan Coal Co., 297 
Pac. 413. 

Harris v. Traders and General 
Ins. Co., 82 S. W. 2nd 750. 

Johnson v. Aetna Life Ins. Co., 
147 N. W. 32. 

In four cases judgment included 
punitive or exemplary damages, as 
well as actual damages. In most of 
these cases the insurance company 
was being sued by the employee 
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under employers liability policies and 
the carrier objected to his working 
for the employer who was the nomi- 
nal defendant in the case. In the 
Texas case, in which a compensation 
carrier was involved, the court held 
that the company cannot make any 
rule limiting the employer’s discre- 
tion in the retention of employees 
or disqualifying any laborer from 
employment who would otherwise be 
eligible. The court took the view 
that the rule adopted by the insur- 
ance company was an unlawful inter- 
ference with the plaintiff’s right to 
labor and its enforcement constituted 
an actionable wrong, making the de- 
fendant liable to the plaintiff for all 
damages proximately resulting there- 
from. A similar decision would be 
likely in the event of any discrimina- 
tion suggested by the carrier, and 
adopted by the employer against any 
worker, because of his age. In the 
face of these legal precedents and 
of the demonstrated willingness of 
the legislature to protect the em- 
ployee, if there is any shadow of sus- 
picion against the carriers, it would 
be a rash company that would at- 
tempt to secure the discharge or pre- 
vent the hiring of any employee on 
grounds of age. 


HE carriers recognize one excep- 

tion to the rule of non-interfer- 
ence, and that is based on their re- 
sponsibility for the safety of the 
workers. When an insurance com- 
pany learns that an employee, for 
any reason, places his fellow workers 
in danger of death, injury or disease, 
they have a real duty to place that 
information in the hands of the em- 
ployer, together with their recom- 
mendations for the removal of the 
hazard. Suppose, for example, that 
a safety engineer learns that the op- 
erator of a traveling crane in a foun- 
dry has defective eyesight. He must, 
for the protection of the other work- 
ers, insist that the defect be cor- 
rected, or that the crane be placed in 
the hands of another operator. In 
the very controversial field of occu- 
pational disease, the same _ position 
must be taken. The position of the 
carrier in the field of silicosis, for ex- 
ample, was well stated by Dr. Sayers, 
of the U. S. Public Health Service, 
when he said: 

“Every tuberculous worker should be re- 
moved from a dusty industry, put under 
treatment, and not permitted to return. Any 
further exposure to silica will be harmful 
to him and he constitutes a danger to his 
fellow workers.” 

Cases of this kind are outside the 
scope of the decisions which we have 





just considered, since the carrier 
acts to protect the employees, rather 
than to guard its own interest. In 
making its recommendation, the car- 
rier is taking a position which would 
be supported in practically every in- 
stance by the Inspection Division of 
the Department of Labor in the State 
in which the risk is located. 

A number of studies of the com- 
pensation experience of older work- 
ers has been made. The results 
check each other, and it can be stated 
as a fact that the older workers have 
fewer accidents, but that the injuries 
are apt to be of a more serious na- 
ture, or at least the workers injured 
took a longer time to recover. A 
study made by Dr. Slocombe, Safety 
Adviser of the Boston Elevated Rail- 
way, confirms this conclusion, and 
emphasizes that new employees are 
more susceptible to accidents than 
experienced workers. The most 
elaborate attempt to determine the 
effect of age on workmen’s compen- 
sation experience to come to my at- 
tention, was made in Massachusetts 
by a special committee set up in the 
fall of 1930 by the Massachusetts 
Department of Labor and Industries 
to investigate unemployment, its ex- 
istence, causes and remedies. Its con- 
clusions, based on the statistical 
analysis of the records of the Massa- 
chusetts Industrial Accident Board, 
and those of the largest compensa- 
tion carrier, are so pertinent that I 
am quoting them in full: 

“1, The cost of Workmen’s Compensa- 
tion Insurance is less than 1% of manufac- 
turing payrolls and less than .2 of 1% of 
the total value of manufactured products. 
Therefore it is apparent that any fluctuation 
in Workmen’s Compensation costs by in- 
dustrial groups or age groups is insignifi- 
cant as affecting unemployment. 

2. Accident frequency is greater for the 
age groups between twenty and twenty- 
four. There is a regular decline in fre- 
quency for the higher age groups which is 
apparent both in the statewide experience 
and the Liberty Mutual experience. 


3. The frequency of serious accidents, 
measuring severity by an incurred loss of 
$500 or more, increased directly with age 
so that while the younger groups show a 
frequency of serious accidents of only one- 
half, the average of the oldest group is 50% 
above the average. 

4. The frequency of serious losses is 
even more directly correlated with age than 
are serious accidents, since the average cost 
of serious cases increases with the older 
age groups. 

5. The total cost of compensation insur- 
ance is approximately 6% above the aver- 
age for employees forty-five years of age or 
more. This reflects the off-setting effect of 
reduced accident frequency in these age 
groups. Thus a frequency of one-half the 
average on non-serious cases practically 
offsets the severity of more than 50% above 
normal of the serious cases. 

6. In the face of the slight difference in 

(Continued on page 16) 
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Mutual Insurance—A\n 
American Institution 


An Address 


By J. J. FITZGERALD 


At the Annual 


Convention of the 


Wisconsin 


State Association of Mutual Insurance Com- 


panies, Milwaukee, Wis., October 27, 


E of this great American Re- 

public are strong for slogans. 

It doesn’t make much differ- 
ence whether they mean what they 
say or whether they tie into the prod- 
uct they are supposed to describe; if 
only they have a nice tinkling sound, 
we are ready to take them to our 
bosom. A dozen such slogans will 
occur to you, but at this time we are 
concerned only with the one that has 
recently been hatched by our most 
“helpful critics’—“‘The American 
Way” of doing business. Now this 
can mean almost anything, depend- 
ing upon the angle from which it is 
viewed. To some it might take on 
the semblance of “The public be 
damned” ; but to those of us engaged 
in Mutual Insurance it means fair 
dealing, honesty, service, respect for 
the rights of others, giving value re- 
ceived—in other words, just the 
plain, simple virtues that guide the 
every day man in his pursuit of hap- 
piness. But let us pause for a moment 
to learn what was in the minds of 
those who added “The American 
Way” to our long list of battle cries. 
Here it is as it appears in the “Stock 
Company Agency Bulletin” of June 
1, 1936— 

Variously referred to as Private Enter- 
prise, Individual Initiative and Capitalism 
—the typically American trade principle 
whereby every individual has the oppor- 
tunity of earning a fair profit from legiti- 
mate business pursuits is in reality a Profit 
and Loss System, resulting in “dry holes” 
as well as “gushers.” 

Profit is gain. Profit is reward. Profit 
is wages. Profit is return. Profit means 
growth and progress and increased secur- 
ity. Without the incentive and opportunity 
for profit and self-reliance the individual 
stagnates. To dispense with the opportunity 
for profit is to dispense with the motive for 
all buying, selling, and property ownership. 

Preservation of this American Profit and 
Loss system from the inroads of such 
schemes as cooperative insurance and Con- 
sumer Co-Operatives means not merely 
the protection of the rights of invested capi- 
tal, but of keeping open the door of eco- 
nomic opportunity to present and future 
generations. 

Naturally the desire for profit or reward 
has led to greed, dishonesty, chicanery, and 
oppression. These are not faults of the 
system; they are faults of men. They 
exist among all men in all lines of endeavor 
whether the scheme operates for profit or 
non-profit. 


1938. 


Actuated by the hope of reasonable 
profit, invariably operating through local 
representatives, constantly reducing its cost 
for more than thirty years through meas- 
ures of research, engineering, public edu- 
cation and other public services of its own 
initiation, Capital Stock.Fire Insurance as 
an industry presents a fine example of the 
advantages of the Profit and Loss system 
in American business. 

The inference here is plain that 
Mutual Insurance somehow is op- 
posed to profit making and, therefore, 
to the so-called “American Way.” 
Now, just what is profit? Economists 
are not agreed in their definitions; 
‘but in effect it is what the business 
man has left after paying all charges, 
including ground rent and interest on 
invested capital. Certainly it is not 
wages, nor is it commission to agents. 

There is not a man present in this 
meeting who is not a firm believer in 
the profit system properly conducted ; 
not one but that will agree that he 
who puts his own capital into a busi- 
ness undertaking is entitled to a fair 
profit on his investment. But I am 
sure you will not agree that where 
Smith puts up the capital Brown 
shall take the profits; yet that is just 
the proposition to which these people 
ask us to subscribe, because no mat- 
ter what form an insurance organiza- 
tion may take, it is the policyholder 
who pays all the bills. Capital in the 
insurance business is not capital at all 
in the economic sense, but is merely 
a reserve fund put up by a group of 
men calling themselves stockholders 
for the purpose of backing up the 
surplus; and where surplus is ade- 
quate, capital is unnecessary. That 
principle is well understood in life 
insurance, as it will be in fire and 
casualty insurance ere long; but for 
the time being we must put up with 
the propaganda about “profits” and 
“The American Way” to head off if 
possible that very potent movement 
“The Mutual Way.” 


It seems strange that in this day 
and age when every man worth his 
salt is seeking a solution of the many 
problems that confront us, and in a 
manner that will make for a better 
distribution of our national income, 
and permit of greater service to the 
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people, Stock Insurance seemingly 
has nothing more to offer than a de- 
mand for profits. It fairly screams 
that anything tending toward coop- 
erative effort is not only contrary to 
“The American Way” but is a sin 
against the Holy Ghost. If there was 
anything in all this you would ex- 
pect that such an institution as the 
National City Bank would be heart 
and soul for it. But let me quote 
from a letter which I received from 
Mr. George E. Roberts, Economic 
Adviser of that bank— 

* * * T will say that I have always held 
that the principle of cooperation is essen- 
tially sound and constructive and that prop- 
ositions of this kind should be judged 
wholly by the particular management. In 
other words, whether such organizations 
are successful or not is mainly a question 
of management. The entire economic sys- 
tem is essentially cooperative in the sense 
that it is based upon specialization and ex- 
change, and all parts of the system must 
work together practically like a machine, 
or, in other words, in harmonious relations 
to each other. The constant tendency of 
the system is to higher and higher organi- 
zations which means greater and closer 
cooperation, but it also calls for closer and 
better understanding among all individual 
members, more confidence in each other 
and less and less friction and lost motion. 


HE annual gathering of Mutual 

Insurance has just drawn to a 
close at Syracuse, New York. More 
than a thousand were in attendance. 
This annual meeting of Mutual In- 
surance is probably the finest repre- 
sentation of middle class America 
that gathers anywhere in the country. 
It is a constructive, purposeful gath- 
ering of insurance men who touch 
our business life at every level and 
under nearly every circumstance. It 
gives in consequence particular value 
to the conclusions which they reach 
regarding the conduct of this busi- 
ness of Mutual Insurance. New 
Englanders — Middle Westerners — 
Texans — Californians — men from 
3ig Town and Middletown, in the 
simple garb of Dunkards or the con- 
servative cloth of the cities. Here 
is democracy—the democratic prin- 
ciple at work. 

The Superintendent of Insurance 
of New York, the Hon. Louis H. 
Pink, addressed the convention on 
“The Objectives of Mutual Insur- 
ance” and said in part— 

What are the objectives of mutual insur- 
ance? They are the same as of all forms 
of insurance. First of all, not technical, 
but actual and undoubted solvency; second, 
service; third, courtesy to the public. The 
management of a company is far more im- 
portant than the type. A good mutual is 
safe and a good stock company is safe. 
Gambling and selfishness have wrecked 


more companies of both kinds than any 
other evil of the business and it simply can- 
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not be tolerated in insurance. Those who 
hope to make money from quick turnovers 
and from the use of other people’s funds 
should go into some other line of business. 


These objectives are sound and ap- 
ply equally to Mutual and Stock com- 
panies; but the real objective of a 
Mutual company in my opinion is 
the prevention of loss—the conserva- 
tion of property. To state that ob- 
jective more clearly— 


Insurance in any form is mutual, because 
the premium of the policyholders must in 
the end pay all losses and expenses and 
provide adequate reserves ; but the principle 
underlying purely mutual insurance and dif- 
ferentiating it from other forms is that 
which works to reduce the insurance cost 
by reducing the losses. Economy of admin- 
istration is one of its distinctive marks; 
but prevention of loss, through selection, 
inspection, education and co-operation, is 
the foundation on which the whole Mutual 
structure is erected. 


3ut the Stock companies have told 
us that their objective is profit, and 
we might well ask, profit on what? 
Losses? Let them answer for them- 
selves— 

The late Henry Evans, President 
of the “Continental” : 


I don’t care anything about a $2,500,000 
or a $3,000,000 fire. Just as soon have it 
as not. * * * It would put so much busi- 
ness on my books and put rates so high I 
would make it up. 


The late Edward Milligan, Presi- 
dent of the “Phoenix” of Hartford: 


Speaking for the company, for the fire 
insurance companies, I should say that the 
reduction of the fire waste would not be a 
profitable thing. I think, Mr. Chairman, 
that, as a business, fire insurance is con- 
ducted by companies—like the one I repre- 
sent—with most satisfaction and with larger 
profits in the years when fires are plenty; 
a good number of fires means a good pre- 
mium account. 


The late O. B. Ryon, Genera] 
Counsel of the National Board of 
Fire Underwriters—“NFPA Quar- 
terly” January 1921— 


As a general proposition, we are friendly 
to a fire marshal law, and also it may be 
said generally the scheme is a good one, but, 
like a lot of other good schemes, it fre- 
quently fails, either in the law itself or in 
its administration. 

Some of the people of the United States 
have an impression that it is the business 
of the fire insurance companies to reduce 
the fire waste, and if we create any agen- 
cies for this purpose, they ought to be paid 
for by the fire insurance companies. 

Of course, it needs no argument to con- 
vince you that the fire waste is not a fire 
insurance company proposition. We prob- 
ably would get along and make money if 
there were no water supply in any town or 
city, no fire department and no fire marshal 
in any state. Fire insurance would adjust 
itself to the conditions as they existed, and 
charge for these conditions, and if the peo- 
ple desired to make the situation better, by 
fire fighting and fire prevention equipment, 
ordinances and laws, we would try to fol- 
low the betterment of conditions and reflect 
it in the credit which we would give in 
rates. 
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Theoretically, at least, it makes no differ- 
ence to fire insurance as a whole whether 
there is a fire department in Denver or not, 
and it is equally theoretically true we do 
not care whether there is a fire marshal 
law in Colorado, and the only interest we 
perhaps ought to have in either of these 
propositions is the interest of any good citi- 
zen in the betterment of conditions in the 
state and nation. 

Practically, however, the situation seems 
to be otherwise, and we are spending a 
great many hundred thousand dollars an- 
nually of fire insurance company money, 
giving municipalities the benefit of our en- 
gineers, building construction experts, etc., 
etc., in an effort to convince the people they 
ought to do what seems such an obvious 
duty as to require no argument. 

* * * As above indicated, the reduction 
of fire waste in this country is not a prob- 
lem for the fire insurance companies. Their 
business is to tak@ the conditions as they 
find them and charge accordingly, and cer- 
tainly they owe no direct duty to the pub- 
lic in the matter of reducing fire losses. 


And this they tell us is the profit 
system as applied to insurance— 
“The American Way,” if you please. 
Well, my friends, it just doesn’t 
work. It has produced dissatisfac- 
tion both inside and outside the busi- 
ness ; has developed a greedy compe- 
tition with resultant bad practices; 
and has forced property owners to 
seek relief in their own organiza- 
tions. Mutual Insurance with its em- 
phasis on Service and Loss Preven- 
tion has done the better job. 

3ut while we are discussing ‘The 
American Way” let me bring to your 
attention an interview given Damon 
Runyon by Lord Beaverbrook, the 
big newspaper man of England, and 
published in the “Herald and Exam- 
iner” of Chicago on January 8, 
1938— 


Miami Beach, Fla., Jan. 8—Americans— 
listen to a Briton, and learn how the rising 
tide of unemployment in this country may 
be speedily abated. 


The recipe is simple. Take the slogan 


| ie 








J. J. FITZGERALD 








and the precept “Buy British,” on which 
the rescue of England from the slough of 
depression was founded, and make it, “Buy 
American.” 

This recipe is offered you by a man who 
was one of the leaders of the “Buy British” 
movement that helped make England the 
most prosperous country on the face of 
the globe today, with a relatively small un- 
employment problem. 


OW, I am not one of those to 
cry down foreign competition ; 
nor am I fully in sympathy with 
“Buy American” campaigns, al- 
though I must confess I am some- 
what prejudiced in favor of home- 
grown and home-made products. I 
have never set foot on foreign soil 
other than Canada and Mexico, and 
I don’t think I ever will; but I real- 
ize full well if we are to sell abroad, 
we must buy abroad. However, I 
object and I object strenuously to 
these foreign insurance companies 
coming into our midst and telling me 
and the Company I represent that we 
are breeders of Socialism and Com- 
munism and that we do not do busi- 
ness ‘“‘The American Way.” It seems 
to me that we have been very patient 
with some of these foreign gentry 
and their un-American practices. 
One of our companies would be 
kicked out of England in twenty- 
four hours if it attempted some of 
the stuff that we tolerate here. 
While we are on the subject, I am 
sure you will be interested in some 
figures I have collected showing the 
extent of alien writings in the United 
States. These cover both alien and 
alien chartered companies, the latter 
being companies chartered in the 
United States but owned and con- 
trolled abroad— 


1928-1937* 
Premiums 
39 Alien Chartered Fire..... $ 527,946,573 
OB Fee PG. oc icc cciseavices 1,185,246,135 


$1,713,192,708 
11 Alien Chartered Casualty.$ 574,582,476 


Ei Alien’ Casualty. ....cck cca 859,439,921 
1,434,022,397 

Totals 
i 8, Se ae ere ear $1,713,192,708 
Oo CORMAN «ic co osc wcctwenes 1,434,022,397 


$3,147,215,105 

Dividends Paid 
39 Alien Chartered Fire..... $ 45,095,338 
11 Alien Chartered Casualty. 14,805,000 


$ 59,900,338 

Remitted to Home Office 
68 Alien Stock Fire......... $ 113,168,123 
11 Alien Stock Casualty...... 26,289,781 





$ 139,457,904 

*Number of Companies listed as of 1937. 

Fluctuations due to withdrawal and admit- 
tance of companies not indicated. 
(Continued on page 28) 
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Faulty equipment is responsible for a larger percentage of automobile accidents than is 
commonly realized, garage man asserts. 
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Garage Man Blames Faulty 
Accessories for Accidents 


ECOMMENDATIONS for de- 

creasing the toll of America’s 

motor vehicle accidents have 
ranged, of recent years, all the way 
from the considered programs of 
engineering specialists who insist that 
the highways must be remodeled 
down to the various crackpot rem- 
edies that situations of such wide 
interest invariably bring into the 
limelight. 

One of the most practical ap- 
proaches to the problem of decreas- 
ing the number and severity of high- 
way accidents—frankly offered only 
as a partial solution but a certain one 
—is that advanced in a recent issue 
of the Saturday Evening Post by Ed- 
ward F. Woods.* His contention is 
that a surprisingly large percentage 
of motor accidents are due to the 
making of replacements with cheap 
accessories that are made of mate- 
rials simply not of high enough qual- 
ity to stand up under the strains to 
which they are put in even the every- 
day operation of the ordinary auto- 
mobile. 


“Quoted portions of this article are reprinted 
by special permission. Copyright 1938 by Curtis 
Publishing Company. 





“T was in the garage business for 
eighteen years, up to and including 
1937,” he asserts in an article titled 
“What Could Be Done.” “TI have act- 
ed in the capacity of mechanic, shop 
foreman, service manager, and own- 
er. I have towed in hundreds of 
twisted and shattered wrecks. I have 
covered with a rug a few still, inert 
bodies, and lifted bleeding and hys- 
terical human beings onto ambulance 
stretchers. * * * Too, I have serviced 
worn-out and decrepit cars that 
should have been relegated to the 
junk pile years before. Marveled at 
the temerity of their owners for risk- 
ing their own and everyone else’s 
lives in using them, and wondered 
what kept them from falling apart. 
Observed aged and infirm people— 
with reflexes slowed down 50 per 
cent—being helped into and out of 
the driver’s seat. Listened to the con- 
versation of adolescent boys and 
girls, saying that the car ‘ought to do 
seventy,’ after I have done a carbon- 
and-valve job or made some minor 
adjustments. Pondered how aliens 
unable to read English or motoring 
signs ever got a license to drive. 
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Given thanks to the kind Providence 
that watches over those drivers who 
obtained their permits to drive years 
ago and whose sight is now so defec- 
tive that they could not drive into 
my place of business without knock- 
ing a fender off. * * * And finally 
come to the conclusion that a large 
percentage of all automobile acci- 
dents are preventable, if only the 
proper precautionary measures are 
used by the authorities. My years of 
experience in dealing with the motor- 
ing public have only firmed the con- 
viction that an ounce of prevention 
is worth more than all the ‘safety 
months’ in the year.” 


“Thirteen per cent of all cars in- 
volved in highway accidents in 1937 
were reported to have defective 
equipment. It was a big factor in the 
killing and injury of thousands. It 
is impossible fully to control the in- 
dividual, human nature being what it 
is, but defective, unsafe equipment 
is a branch of highway safety we 
should be able to do something about. 


“Here is a phase of accident pre- 
vention that so far has been generally 
overlooked. As anyone should know, 
a car that has been driven 20,000 to 
30,000 miles begins to show wear and 
needs replacement parts. Such vitally 
important operating devices as brake 
lining, steering gears, kingpins and 
bushings, wheel bearings, axle shafts, 
headlight bulbs, and fan belts should 
be renewed in order to put the car in 
safe mechanical condition again. An 
automobile is very much like a chain 
—only as strong as its weakest link 
—as many parts depend on others for 
perfect performance. If the worn 
parts are replaced with an inferior 
grade of merchandise, or not at all, 
you have an unsafe car.” 


The author draws upon his experi- 
ence for actual illustrations of the 
damage which, faulty replacements 
can do, and points out some of the 
most common flaws to be found in 
sub-standard accessories. Among 
them he lists: 


Proper kingpins (steering-spindle 
bolts) are made of good steel tem- 
pered to just the right degree to 
withstand the pounding they take on 
the road; inferior ones may be made 
of case-hardened cast steel. 

Good bushings are alloys of phos- 
phor bronze, copper, and similar 
compositions designed to stand heavy 
wear; cheap ones can be had of or- 
dinary brass, too soft for the pur- 
pose. 

Steering shimmy requires the at- 
tention of a skilled mechanic who 
can ferret out the root of the trou- 
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ble; attempts are made by the inex- 
perienced to correct the defect by in- 
stalling a pair of steel wire springs. 

Automobiles today use a double 
fixed-filament bulb in their head- 
lights, the position of the filament 
being an important factor in focus- 
ing the light beam; sub-standard 
bulbs throw the headlights out of 
focus. 

Good brake-lining is more expen- 
sive; the cheapest grade of brake- 
lining is worthless in doing the job 
it is supposed to do. 

“A well-equipped automobile, me- 
chanically perfect, is hard enough to 
keep within the boundary of safe 
control,” the author asserts. ‘But it 
becomes a potential high-speed killer 
if ill-equipped to meet the demands 
of safety. The human element is 
enough to contend with, without 
added mechanical hazards. 

“Though there are no actual fig- 
ures available as to the specific num- 
ber of accidents caused by inferior 
parts, it is significant that the rise in 
the accident rate has been consistent 
with the growth of the traffic in 
shoddy replacement parts.” 

Pointing out that the number of 
obsolete cars on the highways at the 
end of 1938 is reported as likely to 
be higher than ever before, the arti- 
cle closes with the following observa- 
tions : 

“Until the authorities set up suine 
standard by which replacement parts 
can be compared, we are going to 
have increasing accidents and fatali- 
ties on this account. 

“It is possible that the insurance 
companies would be the logical ones 
to institute this reform. They could 
certify all replacements offered for 
sale, and if damage resulted from the 
use of uncertified parts, the insured 
would be unable to collect. It would 
also bring this dangerous practice to 
every motorist’s attention. 

“Some insurance companies, in the 
states where compulsory state insur- 
ance is in force, have already helped 
the cause by requiring a certification 
of the car’s roadability before issu- 
ing a policy. This is a step in the 
right direction, especially when the 
automobile is of ancient vintage, as 
it compels the owner to put his car in 
something like good shape. 

“In the meantime let the various 
safety committees take heed of the 
sale of merchandise that is unsafe.” 
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Age Discrimination 
(Continued from page 12) 

cost between age groups, there is a possi- 
bility that Workmen’s Compensation insur- 
ance costs affects unemployment of men 
over forty-five years of age in certain cases, 
particularly where injuries produce a per- 
manent impairment of productive capacity. 
The reluctance of employers to add such 
men to their payrolls is traceable to: 


a. Age of applicant—reduced efficiency. 


b. Extent of past injury—reduced pro- 
ductive capacity. 


c. Possibility of further injury—lost 
time. 


d. Possible severity of further injury— 
lost time. 


e. Cost of such injuries in additional 
Workmen’s Compensation premium. 


The importance of Workmen’s Compen- 
sation costs is over-stressed by many em- 
ployers due to the present competitive situ- 
ation in selling this line, together with the 
method of rating individual risks upon own 
experience. This method of rating was 
originally developed in order to furnish an 
incentive for prevention of industrial acci- 
dents. The knowledge that older employees 
tend to have more serious accidents may 
operate in certain cases to discriminate 
against them.” 


eee 
POINT which the alert Mas- 


sachusetts committee over- 
looked is that every accident which 
results in compensation being paid is 
accompanied by other losses to the 
employer which, in the opinion of 
competent authorities, exceeds the 
compensation cost. The inevitable 
break in production at the time of the 
accident, the effect upon the morale 
of other employees and the cost of 
finding and training a new worker, 
must all be considered. The lower 
accident frequency in the higher age 
brackets is therefore much more val- 
uable than would at first appear, and 
there can be no doubt that if the indi- 
rect savings to the employer are con- 
sidered, the older worker is on an 
even basis with the younger man 
from a cost standpoint. 

This conclusion is strongly sup- 
ported by the fact that compensation 
rates do not give any effect to the age 
of workers, and you can rest assured 
that if there was a difference in ex- 
perience of any consequence, it 
would be reflected in the rates. Of 
equal significance is the statement by 
former Commissioner Andrews, of 
New York, which appeared in Fac- 
tory Management, for May, 1937, 
which read: 

“No doubt there are some occupations 
which are properly termed ‘young men’s 
jobs,’ such as those requiring strenuous 
physical activity. Yet many a man in his 
forties or fifties, or even the sixties, can 
and does meet the physical requirements of 
these jobs. Moreover, his experience and 


skill make him safer, more efficient and 
more valuable than his younger fellows.” 





As I stated earlier, a survey of the 
mutual carriers found them unani- 
mously opposed to any interference 
with the contractual relationship be- 
tween employer and employee, ex- 
cept where a serious danger to health 
or safety was found. They not only 
denied any attempt to influence em- 
ployers to hire or retain younger 
workers, but also reported that they 
knew of no such practice on the part 
of any compensation carrier. The 
only two investigations by impartial 
commissions or committees of the 
charge that compensation carriers 
throw their influence against older 
workers found no supporting evi- 
dence for it. Since the Massachu- 
setts study was made in 1930, it 
might be alleged that this is a new 
development. The May, 1938 issue 
of the Monthly Labor Review con- 
tains a digest of the preliminary re- 
port of the New York Joint Legisla- 
tive Committee on Discrimination in 
Employment of the Middle Aged, 
which states that no evidence was 
offered in support of the charge that 
insurance companies urge employ- 
ment of younger men. 


Summarizing it may be said that 
the unemployment problem of the 
older worker is a part of the wider 
problem of general unemployment. 
Discrimination against the aged 
worker has always been with us. It 
is largely based on his failing health 
and general slowing up, and the 
problem arises from the substitution 
of one worker for another. There 
is sound evidence that there is no ap- 
preciable difference in workmen’s 
compensation experience because of 
age differences and compensation 
rates disregard the age factor. Com- 
pensation carriers are against dis- 
crimination based on age in principle, 
and would gain nothing from it, 
while they would expose themselves 
to legal retaliation. Last of all, every 
private and public survey made has 
failed to find any evidence of such 
discrimination. 








Moore Resigns From 
Oklahoma Board 


AVERY C. MOORE HAS RESIGNED AS 
SECRETARY OF THE OKLAHOMA STATE 
Insurance Board, effective as of No- 
vember 1. He will continue his busi- 
ness activities as General Manager 
of the National Mutual Casualty 
Company, Tulsa, which position he 
will take immediately. Robert M. 
Siegfried of Tulsa has been named 
to succeed Mr. Moore as Secretary 
of the Insurance Board. 
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SHOULD FIRE AGENT SLING MUD— 
OR FACTS? 


By D. ROGER KENNEY 


Reprinted by Special 


Permission From the 


October 15 issue of United States Investor 


HERE'S an old saying, oriental 

in origin, that the first person to 

run out of ideas in an argument 
resorts to violence. And now, as we 
view certain events in the fire insur- 
ance business, we wonder whether 
that old proverb doesn’t apply with 
particular force today. 


We are prompted to make this 
rather brutal observation after read- 
ing an interesting communication re- 
cently received from none other than 
the Business Development Office. 
This organization, let it be remem- 
bered, is sponsored by the capital 
stock fire insurance companies and 
the National Association of Insur- 
ance Agents and is primarily educa- 
tional in purpose. At any rate, since 
it was organized a few years ago, the 
Business Development Office has de- 
voted a good deal of its time to the 
task of providing selling hints to 
agents throughout the country. 


As part and parcel of its educa- 
tional program, there came from this 
same office a few weeks ago a very 
urgent plea to insurance trade pub- 
lications to use “very fully” certain 
remarks that F. S. Dauwalter, the 
Director of the Business Develop- 
ment Office had made at the annual 
meeting of the New Jersey Associ- 
ation of Underwriters. It seems that 
at that meeting Wm. J. Cheyney, 
vice-president of the National Re- 
tail Furniture Association, delivered 
an address which impressed Mr. 
Dauwalter very much. So much in 
fact, that he departed from his origi- 
nally intended subject and adapted 
his remarks to what had just been 
said by Mr. Cheyney, changing his 
subject matter from the “Business 
Development Office” to “Insurance 
Agents—Merchants or ‘Storekeep- 
ers’?” Immediately following the 
meeting, Mr. Dauwalter reduced his 
remarks to writing, and from all in- 
dications was so enthusiastic about 
the manner in which he had handled 
the situation that no stone was left 
unturned to give his address nation- 
wide publicity. 

Well, we’re willing enough to give 
the address publicity. But it will not 
be of the type that the Business De- 
velopment Office had hoped for when 
it said, as it did in its recent letter 
to trade circulations: “We believe 
that the address of Vice-president 
Cheyney and the remarks by Mr. 


Dauwalter are very much in point 
and that it will be in the interest of 
the business of insurance to give 
them as much publicity as possible”. 

Frankly, the United States In- 
vestor is not so sure that Mr. Dau- 
walter’s address was very much in 
point or that it was for the best in- 
terest of the insurance business. And 
it is for that reason that we take this 
occasion to warn our good friend, 
the director of the Business Develop- 
ment Office, of the dangers which 
come from waxing too warm and 
eloquent on a subject that lies closest 
to one’s heart. 


Take that matter of competition 
to which Mr. Dauwalter devotes the 
early part of his address. There are 
some very broad implications con- 
tained in his remarks—broad enough 
to lay the Business Development Of- 
fice open to the charge that it is 
running out of ideas. For instance, 
we wonder whether the Director, or 
his sponsors, realize what a serious 
implication is contained in the fol- 
lowing extract from this now much 
publicized address. To quote: 


“V7 = have heard from Mr. 
Cheyney something about the 
sales technique of ‘price’ competitors 
who flourish in the retail furniture 
trade to the detriment of legitimate, 
well-established merchants. ‘Buying 
clubs’ and other similar arrangements 
have come into being which enable 
their members and employees of 
many business institutions to buy 
furniture and other commodities at 
‘wholesale,’ although the ‘saving’ ef- 
fected by these means is often more 
fanciful than real. Mr. Cheyney has 
told us about pseudo ‘interior deco- 
rators’ who operate in close harmony 
with alleged ‘wholesalers’ in mulcting 
a small section of the public which is 
gullible enough to try to get some- 
thing for nothing. Somehow the les- 
son is never learned that in point of 
value received, merchandise pur- 
chased from ‘bargain’ sources often 
is actually more costly than similar 
merchandise bought even at a some- 
what higher price from responsible 
dealers who guarantee a degree of 
customer satisfaction that seldom en- 
ters into ‘price’ sales. 

“How like the story of our own 
‘price’ competitive problem is that 
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which Mr. Cheyney has just related 
to us. It is an older problem in fire 
insurance perhaps because the su- 
perior value of sound indemnity can- 
not be demonstrated as easily as the 
value of tangible merchandise. No 
matter how carefully it may be 
treated in the finishing process, gum- 
wood is easily distinguishable from 
genuine mahogany, but insurance 
policies—whether they represent the 
obligations of the soundest insurance 
companies or the weakest—look very 
much alike. The public cannot dis- 
tinguish between them as easily as 
you and I can distinguish between 
gumwood and mahogany. 


“Due to this fact the soundest ele- 
ments engaged in the fire insurance 
business have always been peculiarly 
susceptible to attack by other ele- 
ments (many of them less responsi- 
ble) which indulge a most univer- 
sal craving for ‘bargain’ prices. Just 
as every retail furniture dealer can 
recall sales that he has lost because 
some ‘buying club’ or pseudo ‘whole- 
saler’ has offered a lower price which 
allegedly eliminated the ‘retailer's 
profit,’ so every one of you can re- 
call some policyholder who has pur- 
chased insurance from a Mutual 
company or a Reciprocal Exchange 
in a misguided effort to eliminate the 
‘retailer’s profit’ in the form of the 
agent’s commission.” 


And not content with that strong 
language, Mr. Dauwalter then pro- 
ceeded to make this unbridled re- 
mark: “More than 85 per cent of all 
insurance pertaining to fire and al- 
lied lines, for example, is purchased 
from capital stock fire insurance 
companies through the medium of 
local agents. But I doubt if there 
is anyone here who has not fallen 
for the appeal of a lower price at 
some time in his life, and I doubt, 
too, if there is anyone here who has 
not been stung at-one time or another 
as the result of yielding to this al- 
most irresistible urge.” 

ee @ ® 


N these extracts from the Dau- 

walter address, you have some- 
thing that comes pretty near being a 
wholesale condemnation of all mu- 
tual and participating insurance on 
a basis that can hardly be justified. 
A large order, we should say—and 
one that is almost bound to suggest 
some very pointed questions from the 
policy-buying public. 

Among other things, the latter may 
well ask if the worthy director of 
the Business Development Office 
means to infer that the mere pur- 
chase of coverage from the agent of 
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a stock company is a guarantee of 
safety, and if disaster is the inevitable 
result of a venture into the mutual 
field. It is also reasonable to be- 
lieve that the wide-awake purchaser 
of fire insurance coverage will follow 
that rather innocent-appearing in- 
quiry with a more pointed question 
as to whether both stock and mutuals 
can’t truly share the honors of hav- 
ing some rather miserable failures 
within their ranks in the past ten or 
twenty years. 

Then, a host of other questions will 
doubtless suggest themselves—some 
of which Mr. Dauwalter isn’t apt to 
be keen about answering. Why, he 
will be asked, do the records show 
that agents sell policies in stock com- 
panies that have subsequently failed, 
and in stock companies which today 
are financially weak as compared to 
the large number of very strong 
stock companies with sufficient com- 
bined underwriting capacity to take 
care of the insurance needs of the 
public. 

The Business Development Office 
might also be asked: Why do 
agents in some sections sell policies in 
mutual companies and accept a lower 
commission, generally speaking, than 
commissions paid by stock com- 
panies? Still another question: Do 
you know of any industry of nation- 
al importance in which the continu- 
ing commissions on orders received 
from customers are on as high a basis 
as the insurance business? 

You see, when anyone takes it 
upon himself to cut at the very foun- 
dation or character of a competitive 
system which has been in effect over 
a hundred years, he is venturing upon 
dangerous ground. And that’s the 
impression we, as impartial observ- 
ers, get upon reading this address. 
Say what you will about it, Mr. Dau- 
walter went a long way when he 
wove into his remarks about mutual 
competition such baneful inferences 
as are contained in his references to 
“pseudo wholesalers”; “pseudo in- 
terior decorators who operate in close 
harmony with alleged wholesalers”— 
and then capped the climax with such 
grave implications as are contained 
in the expression: “Mulcting a small 
section of the public.” 

Now, frankly, hasn’t the policy- 
buying public a right to be amazed 
at such tactics from an office which 
is supposed to stand for all that is 
solid and respectable in fire insur- 
ance? We believe they have. And 
we also believe that the public is jus- 
tified in becoming a little bit less en- 
thusiastic about an agent who, upon 
meeting mutual competition, takes 
his cue from the representative of the 
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Business Development Office in what 
smacks of “mud slinging” rather 
than a religious adherence to facts. 


IND you, in saying all this we 

are not carrying the torch for 
the mutual or participating com- 
panies. Our theory has always been 
that in this great country of ours, 
there is room for both the stock and 
mutual system of fire and casualty 
insurance; that there are both strong 
and weak companies in each classi- 
fication ; and that each group should 
do its part to educate the policy-buy- 
ing public as to the earmarks of a 
strong institution. 

In substance, therefore, we haven’t 
any more patience with the stock 
versus the mutual controversy than 
has Superintendent Louis H. Pink 
of New York. His theory, as ex- 
pressed publicly within the past fort- 
night, is contained in these remarks: 

“It would be as impossible to say 
whether the stocks are better than 
the mutuals or the mutuals better 
than the stocks as it would be to de- 
termine whether red is a better color 
than blue. Each type has its work to 
do in its own way. It is just as bad 
for the mutuals and the stocks to 
belittle and bedevil each other, thus 
calling down doubt and distrust on 
the whole industry, as it is for a 
political party to wage a primary 
fight, based on name calling, person- 
alities and recrimination, before a 
general election. 

“There is plenty of business for 
all. Despite the great advance that 
insurance has made in the last quar- 
ter century there are still many fields 
to conquer and we are only at the 
threshold of business development. 
Both branches of the insurance busi- 
ness should endeavor to improve the 
service, extend the boundaries of in- 
surance and secure new business 
rather than merely take it away from 
one another.” 

So, Mr. Dauwalter doesn’t have 
to take our word for it. There are 
other people who share our opinion 
that this bedeviling of the competitor 
may well result in a general distrust 
of the whole insurance industry on 
the part of the policy-buying public. 

And let us say here and now that 
if Mr. Dauwalter should have re- 
morse of conscience tomorrow and 
decide never again to allow his en- 
thusiasm to get the better of him, as 
it did at Asbury Park recently, there 
would still be plenty of work for 
him to do in his chosen field of en- 
deavor. As the saying goes, he’s “got 
something” in the booklet entitled 
“Complete Policyholder Protection” 





mentioned later in his address. De- 
signed as a means of educating the 
agent who seeks to provide the poli- 
cyholder with a proper solution of 
his problems, this booklet may well 
be the means of retaining for the 
stock insurance companies a large 
fraction of the business that has 
slipped away through competition in 
recent years. 
eee 


E thoroughly agree with Mr. 

Dauwalter when he says that 
“the policyholder has a right to ex- 
pect the agent to acquaint him with 
every form of coverage that he may 
need in order that he may choose 
those that are to be carried and those 
which are not.” At the same time, 
we think it only fair to remind Mr. 
Dauwalter that to educate the aver- 
age agent to a level where he not 
only fully understands the 88 types 
of insurance usually written by in- 
surance companies but can apply 
them to the policyholders’ needs—ir- 
respective of his own pecuniary in- 
terest in the matter—is no small 
task. 

In summary, it’s going to be a full- 
time job for Mr. Dauwalter and his 
associates to bring their educational 
program to fruition. There should 
be no time left for engaging in per- 
sonalities or criticism of a destructive 
sort against the mutual system as 
such. Certainly not, when you stop 
to think that the public is far less 
concerned about the problem of stock 
versus mutual competition than it is 
with this vital question: 

Are the agents qualified without 
years of education, and if they are, 
does the commission method of com- 
pensation allow them to become im- 
partial advisers to property owners 
who are so immersed in their own 
problems that they are seeking wise 
counsel ? 

It would seem to us that the an- 
swer to that question depends in no 
small way as to how effectively the 
3usiness Development Office carries 
out its program of education among 
agents. 





Minnesota Mutuals Meet 


THE ANNUAL MEETING OF THE 
MINNESOTA ASSOCIATION OF MUTUAL 
Insurance Companies was a luncheon 
meeting held at the Curtis Hotel, 
Minneapolis, on November 17. Pres- 
ident of the Association is S. T. 
Sager, Austin Mutual, Minneapolis ; 
Vice President, L. H. Hjermstad, 
Citizens Fund, Red Wing; and Sec- 
retary-Treasurer, A. J. Dahlstrom, 
Minneapolis. 
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ET us consider the differences 
between the accidental injury 
and the occupational disease. 

For these distinctions are important 
and must constantly be borne in mind 
when we consider either legislation 
on the subject of disease, or engi- 
neering methods of prevention or 
control. 

Generally speaking, accidents occur 
at a specific moment in point of time, 
and, from the standpoint of fixing 
liability under any policy of insur- 
ance, it is in the future; that is to 
say, at the moment of the acceptance 
of liability under any insurance con- 
tract the accident for which liability 
may be assumed has not yet hap- 
pened. That frequently is not so with 
the occupational disease. Insurance 
by its very nature can only assume 
liabilities that have yet to arise—not 
those that have already accrued. 

Again, speaking generally, the in- 
dustrial accident is something that 
can be seen—even though unforeseen. 
It may be visualized and described 
in words, setting forth specifically the 
time, place and manner of happen- 
ing. It can then be determined, after 
the happening of the event, whether 
it was preventable or inevitable; 
blame, if any, can be assessed; the 
worker involved, or his foreman or 
superintendent, can be shown the 
fault, and effective measures can be 
taken to guard against a like future 
happening. 

But some will say, truly, not all 
accidents happen in the manner de- 
scribed; that not always are they 
held to occur only at a specific mo- 
ment or under circumstances where 
they can be visualized and described. 
By administrative and court deci- 
sions, it is true in some jurisdictions 
that the definition of “accident” has 
been greatly broadened. We find the 
entrance of disease germs into the 
human system without visible trau- 
ma, with resulting sickness or death, 
and even the specific time and place 
not definitely known, except that it 
is shown to have probably occurred 
in the employment, being held to be 
an accident.? 

tHiers ws. Hull, 178 App. Div. 350, 164 N.Y. 


767, an anthrax case; Vennen vs. New Dell Lum- 
ber Co., 161 Wis. 370, a typhoid case; and others. 


Poisoning of the body through the 


effects of a deleterious or toxic sub- | 
stance used in the employment, the: 
dangers of which were unknown to, 


the worker, the employer having been 
negligent in safeguarding properly 
the use of such substance, has been 
held to be the result of an industrial 
accident.” 


And where negligence of the em- 
ployer has been shown, an injury to 
health, even though not occurring 
through a happening at a given time 
and place, but by repeated exposures 
over months of time, has been held 
to be an accident.’ 


These and other cases I might cite 
are the exceptions and not the gen- 
eral rule as to what constitutes an 
accidental injury. I think we may 
fairly assume that the efforts of ad- 
ministrators of the law and the courts 
have been directly inspired by their 
belief in the necessity of finding a 
remedy for an industrial ill for which 
no clear remedy had been provided 
by specific language of the statute. 
May we consider them as straws in 
the wind, showing a trend toward in- 
dustrial disease liability? It may be 
observed that the tendency of the 
courts is to construe the term “ac- 
cident” in a more limited manner in 
those states where there is specific 
provision in the law covering occu- 
pational diseases. Thus, we have 
clear instances of what has been 
termed “judicial legislation,” that is, 
the courts broadening the meaning 
of the law to cover situations not 
clearly included within the terms of 
the law by the duly constituted legis- 
lative authorities. 

Let us now consider what we mean 
or intend by the term “occupational 
disease.” Here we find a more dif- 
ficult field—difficult from the stand- 
point of administration and judicial 
interpretation ; and difficult from the 
standpoint of the doctor and the en- 
gineer. 

What is disease? We think we 
know, and at least to laymen the term 





2Victory Sparkler & Specialty Co. vs. Francks, 
147 Maryland, 368; and the very recent case of 
Black vs. Creston Auto Co., Iowa Supreme Court, 
August 5, 1938, 281, N.W. 189. 

®McNeely vs. Carolina Asbestos Co., 206, North 
Carolina 568, an asbestosis case. 
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conjures up in our minds something 
of a rather definite nature. When 
we pause to consider it, of course, 
infinite qualifications of the term oc- 
cur to us, and we are confronted with 
many conditions that fall into the 
zone of doubt—such as, for example, 
whether hernia is a disease. At any 
rate, we Say it is an abnormal con- 
dition, and let it go at that. 


But when we come to add to the 
doubtful term “disease” the even 
more indefinite term “occupational” 
or “industrial,” we find ourselves in 
an area of highlight surrounded by 
a vast and increasing zone of twilight 
shading off into Erebian night. Just 
how then shall we define the term 
“occupational disease”? 


Some diseases stand out in our 
minds as clearly and definitely occu- 
pational. As to them we have no 
great difficulty, either legislatively or 
administratively. These include the 
well-known metallic and chemical 
poisons that are so definite and char- 
acteristic a part of some industrial 
processes. Were the diseases arising 
from the use of these substances the 
only occupational diseases with which 
we need concern ourselves, the legis- 
lative difficulty would be largely re- 
moved, and we could safely entrust 
the problem to the doctor and the 
engineer. 


But we have seen that the legisla- 
tive problem is not so simple. Nor is 
it simple administratively. We find 
ourselves floundering in a veritable 
morass, either because of the inherent 
difficulties of the situation, or because 
we have not or cannot agree on our 
objective. If all parties would recog- 
nize the difficulties and the limitations 
on what industry can do, or can fair- 
ly be expected to do, we could much 
more confidently face the future. If 
we could agree that provision for 
“occupational diseases” is not synon- 
ymous with general health and life 
insurance for industrial workers at 
industry’s expense, then I am sure we 
could get somewhere very definitely. 


3ut has there not been too much 
loose thinking on the subject? We 
are met with a curious situation. We 
find the advocates of so-called “all- 
inclusive” statutory coverage deliber- 
ately seeking indefiniteness. This is 
unlike them, for when they know 
what their objective is, and are will- 
ing to disclose it, they have not re- 
frained from pressing their ad- 
vantage with definite and specific 
purpose, and with exact language to 
accomplish that purpose. That, at 
any rate, is correct legislative pro- 
cedure. 
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But in this field, even where the 
liability of the employer is made in- 
escapable, the constant suggestion is 
put forth that it is futile for the legis- 
lature to attempt a definition or de- 
limitation of occupational diseases, 
and, therefore, words of the most 
general character should be employed, 
leaving to the courts the interpreta- 
tion of the law as they see fit. I sub- 
mit that it is not the function of the 
courts to make up the legislative 
mind; that is the function and the 
right and the duty of the legislature. 
Nor should the legislature seek to 
avoid and evade responsibility by 
transferring to courts and commis- 
sions the determination of questions 
of liability which the legislature finds 
too difficult for it to determine for 
itself. 

To effect coverage under the com- 
pensation law, therefore, by any such 
general and vague language as the 
term “any and all occupational dis- 
eases,” or by adding to the definition 
of “accidental injury” the phrase 
“and shall include occupational dis- 
eases,” is to create an uncertain lia- 
bility—one that may require endless 
and perhaps disappointing litigation 
—hbefore the meaning of the law is 
established; and will most certainly 
be a disservice to workers and em- 
ployers. 
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N excellent rule—a cardinal rule 

—in statutory drafting, is to 
use words of definite, certain and un- 
derstandable meaning, used in their 
common acceptance, rather than to 
resort to vague, uncertain and mean- 
ingless words, or words the meaning 
of which may have the effect of dis- 
torting the objective that is sought. 
Controversy is bred by uncertainty 
of language, and controversy leads to 
litigation in courts. Litigation is ex- 
pensive for all parties; it causes de- 
lay; and it frequently causes bitter 
disappointment. It breeds rancor. It 
may even breed disrespect for the law 
and for orderly process of govern- 
ment. 


Why then should there be this con- 
tinuing demand for the all-inclusive 
coverage? Is it with the vague hope 
that satisfaction may result in some 
cases of misfortune to workers who 
fall victims of the disease that besets 
us all and lurks in waiting for us in 
our play, in our homes, yes, and even 
in our sleep, as well as in our employ- 
ment? Perhaps not—yet if that were 
the design, a more simple way of suc- 
ceeding in it could not otherwise be 
contrived. 


Are we to understand that any 
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disease of the most common and or- 
dinary risk of life may become an oc- 
cupational disease if its source or 
supposed source had its origin in an 
incident of the employment or a con- 
dition there present, or if claim was 
made that a pre-existing disease had 
been aggravated by such condition? 
That is a large order. It would mean 
that industry would become liable for 
any ordinary disease of life, provided 
that disease could be, with a show of 
plausibility, related to a condition or 
incident of the employment. Such 
diseases are almost too numerous to 
enumerate. 

But we know that claims have been 
made for tuberculosis and heart dis- 
ease, the two most numerous dis- 
eases and the cause of more deaths 
than any two other diseases. Add to 
these pneumonia, asthma, arthritis, 
rheumatism, and a host of others; 
and we discern in this the beginning 
of a system of health insurance of 
the most costly type—a system more- 
over that would discriminate bitterly 
against the many millions who con- 
tract such diseases in perhaps actu- 
ally the same way, but who have no 
employment at all against which to 
assess liability. Should not the man 
who falls victim to a disease of ordi- 
nary life while searching for a job 
be just as much the concern of the 
state as the man who becomes dis- 
abled from the same disease and who 
is so fortunate as to have a job? 


Let us be realistic about this thing 
called health ! 

Ill health is a deviation from the 
normal. But what is “normal?” How 
great a deviation is abnormal? Dis- 
ease is of many and varying degrees. 
To what extent does the mind affect 
the working status? Or what part in 
the situation is played by “will pow- 
er’? These are not fanciful ques- 
tions, they are encountered and will 
obtrude themselves continually in de- 
termination of compensation for dis- 
ease where we depart from the 
known and characteristic occupation- 
al diseases. 

From these remarks perhaps some 
will say we are opposed to coverage 
of occupational diseases under com- 
pensation laws. Not so! The stock 
casualty companies represented in the 
Association have not opposed and do 
not oppose the principle of compen- 
sation for occupational diseases, if 
thereby is meant compensation for 
those diseases that arise from a 
“trade risk,” or from conditions that 
are normally and usually present in 
the particular employment, as distin- 
guished from those ordinary human 
ills that beset all of us. Our view of 





it is that the policy of coverage under 
the law is a matter of local concern, 
to be determined by local legislatures 
in the light of local demand and with 
due regard to local opinion of both 
labor and industry. 

No employer in this age can rea- 
sonably object to fair compensation 
for disease arising from such occupa- 
tional risks, any more than he can ob- 
ject to reasonable compensation for 
disabilities due to accidental injuries. 

This conception of industry’s obli- 
gation is, however, quite different 
from the conception of a public obli- 
gation to care for and compensate 
for all sickness and death under a 
form of health and life insurance. 
The latter obligation, if it be a valid 
one, is the obligation of the state and 
the nation—not the obligation of in- 
dustry alone. 

The reasonable, the intelligent, the 
sane way for industry to discharge its 
obligation to its workers for condi- 
tions of health is to provide for the 
greatest reasonable requirements for 
industrial hygiene, and to provide 
compensation only for those condi- 
tions that arise from specific named 
diseases that are truly occupational, 
characteristic of, and peculiar to the 
processes in which the worker is en- 
gaged. 
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NDUSTRY will, I am sure, meet 

the challenge of the occupational 
disease problem, if it is presented un- 
der a law that prescribes the liability 
of industry in understandable terms. 
In the early days, the general rule 
was to include occupational diseases 
in the compensation law by specify- 
ing the particular diseases or the par- 
ticular conditions leading to diseases 
that are deemed to be occupational 
and compensable. This we call a 
“schedule” law. It is the form in 
which compensation for occupational 
diseases is covered in all of the coun- 
tries of Europe and of South Amer- 
ica. It is so simple; it is so sensible; 
it is so easily administered, that the 
wonder is that the acceptance of the 
principle is not universal. 

If we will keep ever before us the 
principle that a disease, to be deemed 
occupational, must be “characteristic 
of and peculiar to” the occupation, 
there should be no great difficulty in 
arriving at a proper statutory setup 
for the coverage of all true occupa- 
tional diseases. Metallic poisonings 
are characteristic of occupations in 
which such metals are used. The dis- 
eases characteristic of chemicals, of 
acids, of alkalies, gases and fumes, 
are characteristic of and peculiar to 











those occupations in which the em- 
ployees are so exposed. The diseases 
of the respiratory system, due to the 
inhalation of dusts, are the natural 
accompaniment and the characteristic 
effect of work in such dusts. 

When such clear and specific lan- 
guage is available, why should we be 
asked to use vague, broad terms, the 
use of which may constitute the giv- 
ing of a blank check by industry? If 
the purpose is not to charge industry 
with diseases which are not charac- 
teristically the obligation of industry, 
why continually insist upon the use 
of language which is susceptible of 
misinterpretation? Be well assured, 
if legislatures do not perform their 
duty and lay down clear definitions 
of liability, industrial boards and 
commissions cannot in the presence 
of the widows, orphans, and indus- 
trial cripples, be expected to exercise 
greater courage than the legislatures. 
The law in the hands of such an ad- 
ministrative body will be scanned, 
and | fear scanned in vain, for limit- 
ing words or language to stay the 
hand of industry’s self-constituted 
almoner. 


The legislative trend, I am happy 
to report, in recent years has been 
toward the definite, rather than the 
indefinite. Despite tremendous pres- 
sure, no legislature has, in the past 
three years, adopted a blind, “all-in- 
clusive” occupational disease law, ex- 
cept New York, of which I shall 
speak more in detail presently. Mich- 
igan, Rhode Island, Pennsylvania, 
Delaware, North Carolina, and 
Washington, among the states most 
recently enacting occupational dis- 
eases laws, have adopted the “‘sched- 
ule” or specific method of coverage. 
Two years ago, Ohio amended its 
scheduled occupational disease law 
by adding dust diseases to its existing 
schedule. In two other states, name- 
ly, Illinois and Indiana, occupational 
disease laws have been enacted in 
general terms. However, in identi- 
cal language, these two states have 
undertaken to limit and define occu- 
pational diseases and have attempted 
therein to safeguard industry against 
liability for the diseases of ordinary 
life. 

Although doubtless familiar to 
many, the definition in the laws of 
those two states will bear repetition, 
as indicating the extreme of difficulty 
in attempting to exactly define an oc- 
cupational disease. 


“Sec. 6. In this Act the term ‘Oc- 
cupational Disease’ means a disease 
arising out of and in the course of 
the employment. Ordinary diseases 
of life to which the general public is 
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exposed outside of the employment 
shall not be compensable, except 
where the said diseases follow as an 
incident of an occupational disease as 
defined in this section. 


“A disease shall be deemed to arise 
out of the employment, only if there 
is apparent to the rational mind upon 
consideration of all the circum- 
stances, a direct casual connection be- 
tween the conditions under which the 
work is performed and the occupa- 
tional disease, and which can be seen 
to have followed as a natural incident 
of the work as the result of the ex- 
posure occasioned by the nature of 
the employment and which can be 
fairly traced to the employment as 
the proximate cause, and which does 
not come from a hazard to which 
workmen would have been equally 
exposed outside of the employment. 
The disease must be incidental to the 
character of the business and not in- 
dependent of the relation of employ- 
er and employee. The disease need 
not to have been foreseen or expected 
but after its contraction it must ap- 
pear to have had its origin in a risk 
connected with the employment and 
to have flowed from that source as a 
rational consequence.” 


Under this definition no industrial 
manager can, with any assurance, be 
informed what his obligation is to his 
workman, and assuredly no workman 
suffering from disease can surely 
know whether he is entitled to com- 
pensation under that law. Of course, 
as is to be expected, litigation over 
the interpretation of this definition is 
already in progress in both of these 
states. And situations will arise con- 
stantly in the future where the facts 
will be such that only litigation in the 
courts will determine the liability of 
industry, or the right of the worker 
to be compensated. 


The claims actually filed with the 
Industrial Commission of Illinois al- 
ready include undulant fever (a dis 
ease said to be commonly communi- 
cated by milk and meat products), 
tularemia, rheumatic fever, arthritis, 
rheumatic heart, heart disease, ame- 
bic dysentery, varicose veins, flat 
feet, athlete’s foot, cerebral hemor- 
rhage alleged to be due to overwork, 
syringomyelia, and nerve disorder. 
I have not mentioned the claims for 
characteristic occupational diseases, 
such as silicosis, carbon monoxide 
poisoning, and the various other toxic 
conditions which clearly come under 
the Act. 


HAVE referred to the fact that 
New York, alone, has in recent 
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years enacted a law covering occu- 
pational diseases in general terms. 
New York was the first state, I be- 
lieve, to enact an outright compen- 
sation law for occupational diseases. 
It did so in 1920. The law was a 
schedule type law. (It so happens 
that I had the privilege of being one 
of those who collaborated in the 
drafting of that law.) We were deal- 
ing with a new subject. We examined 
the existing laws in other countries 
and adopted the form that seemed 
best adapted to our conditions, name- 
ly, the English law on occupational 
diseases. The schedule was, from 
time to time, enlarged as new indus- 
trial processes developed new dis- 
eases. By 1929, the schedule had been 
enlarged to include every disease that 
was a potential hazard to the work- 
ers in New York State, with the sin- 
gle exception of the dust diseases of 
the lungs. In order surely and cer- 
tainly to bring such conditions within 
the purview of the law, there was en- 
acted an additional item in the sched- 
ule, reading ‘‘any and all occupational 
diseases.” The schedule was not re- 
pealed, and the administrative provi- 
sions in the law with respect to the 
schedule were continued. One of the 
first questions that arose under this 
new law was whether the new classi- 
fication superseded the schedule and 
the limitations set forth therein, or 
whether it was an addition to the 
schedule and applied only to those 
conditions not previously included 
therein. 


The legislature, having evaded the 
duty of defining the term “occupa- 
tional disease,” the Industrial Board, 
which administers the law, adopted 
a definition. That definition is well 
worth repeating: that the Board 
deems a disease to be occupational 
only when it is “characteristic of and 
peculiar to the trade, employment, or 
occupation” in which a worker was 
engaged. This definition was adopted 
almost verbatim in the Rhode Island 
and Michigan Laws. The Appellate 
Division of the Supreme Court, how- 
ever, declined to follow it, and by a 
vote of three to two, held that any 
disease that arises out of a condition 
incidental to the employment must be 
deemed to be an occupational dis- 
ease.* 


The Goldberg case was appealed to 
the Court of Appeals—the court of 
last resort in New York. So com- 
pletely do the facts in the Goldberg 
case bear out what I have said about 
indefinite liabilities under an all-in- 
clusive law, that they will bear repe- 
~ 4Bishop vs. Comer & Pollock, 251 Appellate 


Division, 492; Goldberg vs. 954 Marcy Corpora- 
tion, 251 Appellate Division, 904. 
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tition. Shirley Goldberg was em- 
ployed to sell tickets in a moving pic- 
ture theater. Her booth was on the 
sidewalk. It was kept heated, in cold 
weather, by a small electric heater, 
operated from a switch in the booth. 
She contracted what she described as 
blotches or a rash on her legs. The 
blotches or rash she claimed were 
due to the alternate heating and chill- 
ing of her legs when she switched on 
or off the heater. They did not con- 
stitute a disability. However, on 
complaint to her employer, she was 
told to see her doctor. While on her 
way to see her doctor, on her own 
time, she slipped on the sidewalk and 
fell, fracturing an ankle. Although 
the day was cold and she testified 
there was ice and snow on the side- 
walk, the claimant alleged that she 
fell solely due to weakness resulting 
from these blotches, and the Indus- 
trial Board so found; and found that 
the cause of the fall was an occupa- 
tional disease, characteristic of and 
peculiar to her employment. 

The Court of Appeals, in an opin- 
ion that bristles with logic and sound 
sense, struck this free-for-all system 
from the language of the New York 
Act. They unanimously refused to 
concede that this was an occupational 
disease. To make every disease that 
arose out of and in the course of em- 
ployment compensable as an occupa- 
tional disease, they said, would be to 
make the compensation law “the 
equivalent of life and health insur- 
ance.” The court further said that to 
be “occupational,” the disease must 
be one which “results from the nature 
of the employment” ; and that by na- 
ture of the employment is meant— 
conditions to which all employees of 
a class are subject and which attach 
to the occupation—‘“‘a hazard which 
distinguishes it from the usual run of 
occupations, and is in excess of the 
hazard attending employment in gen- 
eral.””® 

Thus, after more than two years of 
great uncertainty as to the meaning 
of the law, the Court of Appeals has 
eliminated from the New York Stat- 
ute the diseases of ordinary life 
which are only incidental or specu- 
latively related to the occupation. 


Just a word about hernia as an oc- 
cupational disease. Never heretofore 
regarded as an occupational disease, 
but quite generally recognized under 
certain circumstances as an accident- 
al injury—the Occupational Disease 
Law of Michigan, enacted last year, 
specifically included hernia in the 
schedule of diseases. Not all herniae, 


®Goldberg vs. 954 Marcy Corporation, decided 
January 11, 1938, and reported in 276, N. Y. 
313 12 N.E. 2nd. 311. 
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however, are so included, but only 
those clearly of recent origin, as to 
which disability follows immediately, 
and in which prompt report to the 
employer is made. This is not far 
different from the rule in regard to 
hernia as an accident. But in New 
York, during the past year, it has be- 
come somewhat the fashion to regard 
almost every hernia as either an acci- 
dent or an occupational disease. 

This followed on a decision of the 
Court of Appeals, sustaining an 
award for hernia as an occupational 
disease wherein the Industrial Board 
specifically found that no accident 
had occurred. In the case presented, 
the worker was required, in the 
course of his employment, at fre- 
quent intervals, to rotate his body on 
the hips. This man was employed in 
a glass factory. He gathered molten 
glass on the end of a punny, which 
he, in turn, swung about and placed 
ina mold. The weight was not exces- 
sive, being only a matter of a few 
pounds. In affirming this award, the 
Court of Appeals said: 

“The finding, supported by evi- 
dence, is that the continuous gather- 
ing and lifting of glass from a fur- 
nace involved a constant twisting and 
straining of the body. This process, 
from gradual stretching, resulted in a 
hernia which is a disease ( Matter of 
Alpert vs. Powers 223 N. Y. 97, 
101.) There is medical testimony 
that claimant’s occupation would pro- 
duce this disease and there are judi- 
cial decisions in other jurisdictions 
holding that hernia is an occupational 
disease (Marathon Paper Mills Co. 
vs. Ind. Comm. 203 Wis. 17; Trav- 
elers Ins. Co. vs. Locke 56 Fed. 
(2nd) 443, 444).”6 


ERHAPS the most controversial 

question involved in occupational 
disease legislation is the treatment 
of liabilities for dust diseases of the 
lungs. In no class of cases is the 
marked difference between accidents 
arising at a given time and place and 
occupational diseases more _ pro- 
nounced. In this category of cases, 
we find silicosis anthraco-silicosis, 
and asbestosis, all of them forms of 
pneumonoconiosis. While these dis- 
eases in some of their forms are 
among the most ancient, their rav- 
ages having been recognized genera- 
tions ago, little has been known until 
recent years of their causation, of 
their pathology, and of their compli- 
cations with other diseases. A vast 
fund of knowledge of these diseases 
has been gathered in the past ten 





*Foster vs. Gillender Brothers Inc., 278 N. Y. 
348 16 N. E. 2nd 360. 





years, and intensive studies of their 
etiology and pathology are still going 
forward. 

One fact stands out clearly, and 
that is, that these diseases do not 
progress to the point of disability 
until after many years of exposure to 
dust. The length of time, varying 
from five to twenty-five or more 
years, is dependent in large measure 
upon the concentration of dust, the 
composition of the dust, the time ac- 
tually exposed during working hours, 
and the individual susceptibility or 
resistance of the worker. Another 
fact that stands out is that the fibro- 
sis of the lungs, once acquired, is per- 
manent and incurable, and, in uncom- 
plicated cases is not susceptible to 
medical treatment. 

Many thousands of workers today, 
under no law but the common law, 
have been employed in employments 
exposing them to more or less heavy 
concentrations of dust for many 
years. In the event of the enactment 
of an occupational disease law includ- 
ing those diseases, industry will find 
itself, at the stroke of a pen, liable 
for conditions already acquired 
through long years of employment, 
and which may become disabling at 
any moment. In this situation, the 
best guaranty against disablement is 
continuous and steady employment. 
Many a man, actually able to work 
and earn good wages, while he has a 
job, will be able to demonstrate by 
x-ray and clinical examination the 
presence of a marked degree of sili- 
cosis, when his job stops because of 
depression or otherwise. 

Hence arises the question of the 
so-called ‘“‘accrued liabilities.” This 
term which has come into common 
use is perhaps not an exact term, in 
that “liability” does not occur until 
disablement, and the liability is only 
“accrued” at that time. What we have 
in mind when we discuss accrued lia- 
bilities is the condition of fibrosis of 
the lungs which has accrued and has 
been acquired over a period of years. 
This condition, being permanent, re- 
mains with the worker, whatever 
and wherever may be his employ- 
ment. Perhaps a more exact expres- 
sion would be “potential liabilities,” 
and yet they are more than potential ; 
the condition giving rise to them is 
actually existent. 


Industry tells us quite truly that it 
cannot now pay full compensation 
out of current income to all of the 
men employed in industry who may 
have in the past incurred some degree 
of fibrosis of the lungs. But if indus- 
try cannot assume these liabilities, 

(Continued on page 25) 
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N WHICH is presented for the first time on any stage the Coldwater 

Formula for the rating of insurance carriers. Opinion is divided as to 
whether this should be regarded merely as a streamlined version of the now 
discredited Dauwalter Formula, or as a formula to end all formulae. The 


reader may take his pick. 

















conventions of the National As- 

sociation of Insurance Agents 
which this department has gained 
over a period of years—admittedly 
by the most casual of observation— 
is that their proceedings consist large- 
ly of: (a) seminars upon the latest 
approved techniques for walking up 
and looking the prospect right in the 
eye, with special emphasis upon the 
beaming smile, the well-shined shoes, 
and the hearty handshake; (b) 
squabbles of various types over the 
ubiquitous question of which agent 
should be paid how much commis- 
sion on what; and (c) pious repre- 
sentations that all insurance com- 
panies whose business is not pro- 
duced through the assembled organ- 
ized agents are attempting to under- 
mine America’s entire capitalistic 
economy, if they are not actually 
being financed by Moscow gold. It 
all makes pretty tiresome reading, 
and serves further to raise in the 
minds of the more judicious mem- 
bers of the business community the 
question of whether a group whose 
discussions cut no deeper than they 
do has the capacity to handle the 
problems of so technical a business 
as insurance. 

It is something of a relief, there- 
fore, to note that the agents are be- 
ginning to interest themselves in new 
concerns not quite so threadbare or 
juvenile as those which formerly en- 
gaged their energies. At their most 
recent convention in St. Paul it was 
forcefully reiterated that there is 
need in the stock casualty business for 
a joint company-agent organization 
similar to the Business Development 
Office which has been the occasion 
of so much recent bustling about in 
the stock fire insurance business. It 
was suggested that such an organiza- 
tion be established. Certainly this is 
an interesting proposal and, it seems 
to this writer, a very sound one that 
merits the support of every four- 
square, true-blue, red-blooded Amer- 
ican stock insurance agent. 


Consider these facts. The steady 
advance of the mutual fire insurance 


ge impression of the annual 


companies added so many gray hairs 
to the distinguished heads of the 
members of the Insurance Executives 
Association that they gave virtual 
carte blanche to a dauntless little 
group of statistical spellbinders 
known as the Business Development 
Office to roam the land pointing out 
to agents that stock fire insurance is 
immeasurably superior to mutual fire 
insurance. But the gains which the 
mutual fire companies have made in 
recent years are not at all impressive 
when placed alongside the sensational 
strides made by the mutual casualty 
companies. In the ten years from 
1927 to 1937 the mutual casualty 
companies increased their business 
from $100,200,257 to $218,366,046— 
a gain of 120%. The change in the 
competitive picture is evidenced by 
the fact that in 1927 the mutual com- 
panies were writing slightly more 
than 10% of the total casualty busi- 
ness, while in 1937 they were writing 
more than 20% of all casualty pre- 
miums. 

It is plain that if the stock fire 
business needs a Business Develop- 
ment Office, the stock casualty busi- 
ness’s need is much more acute, and 
this despite carping criticism that has 
come from within the stock ranks 
themselves that the Business Devel- 
opment Office has not been at all 
effective in checking the gains of the 
mutual fire companies. Anyone who 
has given the organization and its 
plan thorough study realized long 
ago that checking the mutual gains 
is not the purpose of the Business 
Development Office’s existence; its 
purpose is to keep the minds of the 
stock fire agents occupied, so that 
they will not worry themselves un- 
duly over their inability to hold their 
business. It is work for idle hands 
to do, and it must be admitted that 
the job has been very well done; the 
average stock fire insurance agent no 
longer jumps every time he hears an 
unexpected noise. 

Manifestly it is unfair that the 
nerves of the stock casualty agents 
should not have the benefit of a sim- 
ilar sedative, and it is particularly 
unfair because the setting up of such 
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an organization is fairly simple. A 
few convincing speakers are needed 
to address the meetings in which the 
agents assemble. A small amount of 
money is required to feed and house 
them, and to haul them about the 
country ; and there is a slight item of 
expense for printing, mimeographing, 
and stamps. Beyond that there is 
only the task of working out a plaus- 
ible and moderately involved formula 
by which one company can be mea- 
sured against a competitor on some 
sort of numerical scale, in order that 
the generally accepted tests for com- 
paring the financial stability of com- 
peting companies can be disregarded. 


T IS no trick to work out a for- 

mula for numerical ratings. The 
racehorse handicappers do it every 
day in the week, and so do the 
psychologists. The Business Develop- 
ment Office, under the inspired guid- 
ance of F. S. Dauwalter, found it 
no trouble to work out such a formu- 
la for fire insurance companies, and 
if it can be done there there is no 
reason why it cannot be done in the 
casualty field. The casualty Business 
Developers would, in fact, be in a 
much better position than was the 
bold little band of Dauwalter pio- 
neers, for they have a list of the em- 
barrassing mistakes of these courag- 
eous financial statement experiment- 
ers as a sort of guide-book that will 
permit them to turn their steps into 
less thorny paths. In the interest of 
sharpening up competition a little, 
even this department is willing to 
offer a few suggestions. 

Stripped to its essentials the Dau- 
walter Formula sought to determine 
the net resources which any company 
would have available to meet a con- 
flagration or shock loss, and then to 
compare these resources with the 
amount of premiums written as the 
best measure ofthe amount of liabil- 
ity which the companies have in force 
and the extent to which it was sub- 
ject to shock loss. 

It has by now been pretty well 
agreed among fair-minded students 
of insurance, of course, that the Dau- 
walter Formula wandered far from 
the paths of statistical exactitude in 
attempting to add to the policyhold- 
ers’ surplus the unearned premium 
reserve of the company; this disre- 
gards the obvious fact that those who 
have a claim against the company for 
unearned premium are in exactly the 
same position as those whose claims 
are based upon the sustaining of a 
loss, and that the money due them 
from the company is equally valu- 
able. 
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Some months back an illuminating 
article from the pen of Alfred M. 
Best, ranking insurance analyst, 
pointed out that any addition made 
to policyholders’ surplus from the 
unearned premium reserve depended 
entirely upon the company’s poten- 
tial equity in the unearned premium 
reserve, and that this in turn could 
best be determined from a study of 
the record of the company’s loss and 
expense ratios. It would seem, then, 
that the first logical step in the set- 
ting up of a casualty formula which 
would avoid the Dauwalter pitfalls 
should be to add to policyholders’ 
surplus the company’s estimated 
equity in its present unearned premi- 
um reserve. This may be determined 
readily by multiplying the company’s 
underwriting profit ratio over the 
past ten years by the present un- 
earned premium reserve—a ten-year 
average because it is accepted that a 
long period of experience must be 
used to avoid the distortions occa- 
sioned by a singularly successful or 
a singularly unsuccessful year. 

ee @ ®@ 


S STATISTICAL thinkers the 
Dauwalter pioneers were not 
far wrong in embracing the principle 
that there should be deducted from 
the resources available for the pay- 
ment of losses those assets which will 
probably be unavailable for such pay- 
ment. Their error was in listing real 
estate and mortgages as such assets, 
for the past few years have seen a 
growing realization of the fact that 
even under disturbed financial condi- 
tions good first mortgages are an 
asset as liquid as any unlisted stock 
or bond, and that their value is ap- 
preciably more stable than that of 
corporate securities. The point which 
they overlooked—not necessarily by 
design—is that any sums invested in 
the stocks of other insurance com- 
panies are extremely unlikely to be 
available for the payment of losses in 
the event that a catastrophe should 
tax the resources of the insurance 
carriers. On what day would the 
stocks of insurance companies be 
worth less than the day after Chicago 
or New York was swept by a billion- 
dollar conflagration of the sort which 
the Business Developers took such 
delight in pointing out would em- 
barrass the mutual companies? The 
first step in deducting assets which 
would be of no value when disaster 
struck would be the elimination of 
all insurance stocks owned by the 
companies under consideration. 
Next, allowance must be made for 
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the periodic violent fluctuations to 
which investments in common and 
preferred stocks are subject. The ex- 
perience of the past ten years has 
shown that the resources of an in- 
surance company as shown in its last 
year-end balance sheet are not ne- 
cessarily the resources which will be 
available for the payment of losses 
when disaster strikes. On at least 
three occasions within that period 
there have been times during the year 
when the value of stocks held by va- 
rious insurance companies was at 
least 30% below the values on which 
the statements of the companies had 
been prepared. To secure a sound 
and conservative line upon the re- 
sources of any company, then, there 
should be deducted from its holdings 
of stocks other than insurance stocks 
an amount equivalent to 30% of their 
value. What has happened so fre- 
quently in the immediate past can 
possibly happen again in the immedi- 
ate future. 

This gives a simple formula for 
the determination of net resources— 
policyholders’ surplus plus equity in 
unearned premium reserve, minus 
the figure reached by combining the 
value of insurance stocks and 30% 
of the value of all other stocks. Com- 
paring the resultant figure with the 
amount of premiums written will 
give that ratio for the comparison of 
company against company upon 
which a Business Development Of- 
fice program in the casualty insur- 
ance field can be based. 

For purposes of illustration in 
teaching the worried stock casualty 
agent how to work out his own ratios, 
the following examples are given: 
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N ORDER that it may be referred 
to conveniently it is desirable that 
any formula have a short title. Be- 
cause this formula is to be used 
mostly by stock agents, it seems fit- 
ting that its title should have some 
relation to its ultimate effect on stock 
company ego. Hence we have chris- 
tened it the Coldwater formula and 
we believe the name will be highly 
useful in guiding the public also to 
make a proper estimate of the stand- 
ing of the various carriers in the 
casualty field. 

Doubtless there will be those who 
will not care to use the Coldwater 
Formula in its present form, or who 
will wish to add to it a few of those 
little personal touches which make 
any formula fit particular situations 
more neatly than a standard formula 
does. For their guidance a few sug- 
gestions are appended. 

Suggested Formula 1—Measure a 
company’s standing by the amount of 
its borrowings from the Reconstruc- 
tion Finance Corporation; this indi- 
cates that the company has an alert 
management which knows just where 
to go when investment errors begin 
to pile up penalties. This formula 
heats quickly, and should be set out 
to cool until the company has fully 
recovered from paying back its mil- 
lions to Uncle Sam. 

Suggested Formula 2—Take the 
unearned premium reserve, multiply 
by two or by three, whichever hap- 
pens to be a greater, divide the loss 
ratio by four, cancel off a convenient 
amount of agents’ commissions, and 
season lightly with a pinch of alge- 
braic spices. 

Suggested Formula 3 — Calculate 
the stock casualty underwriting defi- 

(Continued on page 26) 
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how much less justification is there 
to call upon insurance, out of the pre- 
miums of next year, to pay for dis- 
ablements acquired over the past fif- 
teen years, and for which it received 
no premium? 

In this difficult situation, it has 
been found necessary in many states, 
if employment is to be continuous 
and uninterrupted, and if men are 
eventually to be compensated for the 
fibrosis acquired due to future ex- 
posures, to absolve, to a great ex- 
tent, industry from the obligation of 
compensation for past exposures, and 
to base compensation upon the extent 
of exposure after the enactment of 
an occupational disease law. Thus, 
there has come into acceptance in 
several states the principle of gradu- 
ated compensation benefits for dust 
diseases, limited to future exposures, 
and eliminating in large measure the 
exposures of the past. 


Under this system compensation 
for disability or death occurring dur- 
ing the first month under the new 
law would be only a nominal amount 
(it has been set as low as $500 to 
start with). A person disabled dur- 
ing the second or third month after 
the enactment of an occupational dis- 
ease law will have been exposed, to a 
small extent at least, under that law. 
The exposure is perhaps in itself in- 
sufficient to actually result in any 
harm. But the maximum benefits will 
be increased, month by month by 
small increments, until in the course 
of two or three years the full limit 
chargeable to industry in the particu- 
lar state will have been reached. This 
system is not so complicated as it 
might seem. 

The effect of it is rather to post- 
pone the going into effect of a dust 
disease law for a matter of two or 
three years, and experience under 
this law has demonstrated that few 
claims arise where the compensation 
benefits are so limited, the workers 
preferring to stay at work as long as 
they can. It may be said that it works 
harshly in the case of the person who 
becomes really totally disabled in the 
early months of law. When meas- 
ured by the liability with which the 
employer may fairly be charged, it 
does not, in fact, work a hardship, 
and when compared with the existing 
system in states not now under oc- 
cupational disease laws, it not only is 
not a hardship but is, in fact, a great 
boon. 

The principle of limited and grad- 
uated liability of the employer for 


JouRNAL OF AMERICAN INSURANCE 


dust diseases has been recognized by 
enactments in New York, Michigan, 
Pennsylvania and Ohio. An unusual 
provision has been adopted in the 
state of Washington, providing under 
their schedule form of law that the 
cost of compensation for occupation- 
al diseases shall be divided equally 
between the employer and his work- 
ers, and deductions shall be made 
from the employees’ wages as contri- 
butions toward the insurance premi- 
ums involved. 


UT what, you may say, has all 
this to do with the safety engi- 
neer? 

It has much. The safety engineer 
can no longer regard himself as doing 
his job if he seeks only ways and 
means to eliminate the industrial ac- 
cident. The industrial hygienist must 
become the colleague of the indus- 
trial engineer. Medical science must 
give intensive thought and study to 
determining the effects upon the hu- 
man system of various industrial 
processes, and exposure to various 
materials therein. All exposures can- 
not be eliminated and still have in- 
dustry perform its functions. Most 
important, therefore, is the medical 
determination of what are safe limits 
in exposures—the so-called “thresh- 
old limits.” The engineer cries aloud 
today for expert medical guidance on 
this subject. Armed with such medi- 
cal opinion and advice, the task of 
the engineer then is to devise practi- 
cal ways and means for attaining con- 
ditions where such threshold limits 
apply. 

Every industry presents a problem 
or series of problems in itself. No 
two industries are exactly alike. What 
is tolerable in one may be intolerable 
in another. What is good practice in 
one industry may be totally inapplica- 
ble for practical reasons in another. 
The task of the engineer then is to 
find how right principles may be 
made applicable. 

Industry today, more than at any 
time in its history, must bear the bur- 
den of responsibility for the health 
as well as for the safety of the indus- 
trial worker, and if his health and his 
safety are adequately safeguarded his 
happiness and the happiness of those 
about him will be increased. There- 
fore, it is of prime importance in the 
field of safety that intensive and in- 
creasing interest must be given to in- 
dustrial health. 

The care for the health of the 
worker must not be confined to the 
guarding against those conditions 
that are mentioned specifically in the 
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law. The engineer’s responsibility is 
a broader responsibility than is the 
legal liability for compensation. There 
can be no doubt that the enumeration 
in the law of specific conditions for 
which liability is absolute will be of 
great advantage to the industrial en- 
gineer in seeking to enforce proper 
health standards. It is far easier for 
him to obtain approval of his recom- 
mendations, if he can point out to 
management that the use of benzol or 
some benzol derivative is specifically 
mentioned, and point to the specific 
paragraph in the law that cites the 
liability of the employer for that con- 
dition. No argument is needed to con- 
vince management of its obligation in 
such a case. 

The same is true with regard to all 
of the metallic poisonings and all of 
the other wide range of chemical ex- 
posures. Psychologically there is 
great power in the printed word, and 
even the most backward management 
may be made to respond when the 
clear mandate is set forth in the law. 
Not so easy will it be, under a gen- 
eral, vague, and all-inclusive occupa- 
tional disease statute, to convince 
management that it has specific duties 
with regard to the elimination of 
health hazards. Thus, we see there is 
another and potent argument for the 
schedule law, rather than the all-in- 
clusive law. 

There is perhaps yet another and 
even more compelling reason for ap- 
plying the rule of sanity and common 
justice to legislative mandate in the 
complex field of occupational disease. 
Shall employment be limited to those 
who are physically perfect? All hu- 
mans are not examples of physical 
perfection, nor can we by legislative 
fiat reverse the laws of nature which 
immutably decree that we shall grow 
older with the passing years. 

We have seen and discussed the 
dangers inherent in the all-inclusive 
theory of stretching the law to cover 
every sort and condition of disease, 
and to try to make them employment- 
related. When that stretching is com- 
plete, when administrators of the law 
find it easy and possible to burden 
industry with the responsibility of 
health insurance under the guise of 
an occupational disease statute, what 
of those who, wanting employment or 
seeking to retain it, are not physical- 
ly perfect yet certainly not disabled? 


UCH is heard today of the 
dread forty-year-line for em- 
ployment. Whatever the facts may 
be as to that, is it not possible—if 
not probable—that industry, in des- 
peration and against its desire, will 
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be forced eventually to accept only 
those among whom the health haz- 
ards are least uncertain—the physi- 
cally perfect, the young and the 
strong? We may well pause to con- 
sider the devastation such a situation 
would produce. 

In the interest of all workers, the 
young and the old, the perfect and 
the imperfect, let us not embark upon 
legislative policies that can lead only 
to enlarging the field of unemploy- 
ment, and to closing the door of in- 
dustrial opportunity to those skilled 
and faithful workers who, having 
passed the meridian of life, are sub- 
ject to those natural infirmities and 
ills of the flesh to which all men, in 
time, must bow. 








F. M. Parrish Dies 


FRANK M. PARRISH, GENERAL SO- 
LICITOR OF THE CLAIMS BUREAU OF 
the Association of Casualty and 
Surety Executives, and widely known 
expert in the field of Federal crimi- 
nal law, died in New York City on 
November 2, after a brief illness. 


Until he became General Solicitor 
of the Association’s Claims Bureau 
in November, 1937, Mr. Parrish had 
spent practically his entire career in 
the Department of Justice in Wash- 
ington. As Special Assistant lo the 
United States Attorney General he 
took a leading part in formulating 
and drafting the laws which gave the 
Federal Government broad jurisdic- 
tion in kidnapping, racketeering and 
related criminal cases. 


In his office with the Association 
of Casualty & Surety Executives, 
Mr. Parrish directed the efforts of 
the insurance companies to eliminate 
fraudulent claims practices and de- 
stroy organized rings of claim rack- 
eteers, which were costly to both the 
public and the companies. His long 
experience in the Criminal Division 
of the Department of Justice fur- 
nished the background which pro- 
duced quick and telling results in 
breaking up these rings of fake in- 
surance claim racketeers. 

Mr. Parrish was born in Marion, 
Pennsylvania, in 1895 and received 
his early education there. He won 
his Phi Beta Kappa key at Allegheny 
College, from which he was gradu- 
ated with honors. He received his 
Law degree at the University of 
Michigan, which also conferred upon 
him the degree of Doctor of Juris- 
prudence. 

Immediately after he was admitted 
to practice, Mr. Parrish entered the 
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Government service as a career man 
in the Department of Justice. He 
spent fourteen years as Chief Assist- 
ant to the Assistant Attorney Gen- 
eral in Charge of the Criminal Divi- 
sion, became Acting Assistant Attor- 
ney General in charge of that Divi- 
sion, and then was appointed Special 
Assistant to the Attorney General 
of the United States. 








Bunk Of The Month 


(Continued from page 24) 


cit for the past five years. Then place 
the loss ratio for the period beneath 
the expense ratio and add the two. 
If properly done this should give a 
figure in excess of 100% in many 
cases, and often a white rabbit will 
pop up. The white rabbit is a symbol 
of the dividends paid to stockholders 
by companies whose combined loss 
and expense ratio exceeds 100%. 


Suggested Formula 4—Sit in a 
swivel chair with heels higher than 
the head, assume that the public is 
lacking in intelligence, issue a state- 
ment that the mutual companies are 
going out of business on January 1 
because of their worrying over the 
presence of so many high-grade se- 
curities in their vaults, and add any 
given numbers together. 

Suggested Formula 5—Take one 
cup of forgetfulness of the past, add 
a jugful of deficit from the compen- 
sation ledger, season with a dash of 
stock agents’ convention speeches, 
and serve with a garnish of raw 
raspberries. 








Auto Finance Rules 
(Continued from page 6) 


State for or by the insuring company. 


8. Certificates issued under master pol- 
icies or policies issued to purchasers shall 
be issued only in accordance with rates, 
rules and other filings on record with this 
Department. 


9. Insurance companies or their agents 
shall have as part of their records evidence 
to show that purchasers have actually re- 
ceived proper payment of returned premi- 
ums or losses. 


10. Mutual companies, reciprocals, or 
companies issuing participating policies 
shall pay to car purchasers earned dividends 
as their interests may appear. 


11. If restrictive clauses such as a 2% 
monthly reduction clause, deductible pilfer- 
age clause, or % value clause having been 
regularly filed by the insuring company 
are made to apply under any policy or cer- 
tificate the rate credit filed for such clause 
or clauses shall be allowed the purchaser 
and purchaser’s copy of certificate or policy 
shall show the net rate and premium. 


Information in the hands of the Depart- 
ment discloses many cases of deliberate re- 





bating by agents and brokers, often with 
the full knowledge and consent of com- 
panies. Penalties will be imposed for these 
violations of the Illinois Insurance Code 
and all necessary steps will be taken to 
assure discontinuance of this practice. 


Finance business represents one-half of 
the fire, theft and collision premiums writ- 
ten in the State. The expenses of com- 
panies in handling this business were found 
to be excessively high and, as all rates are 
composed of but two factors,—losses and 
expenses,—finance business cannot be per- 
mitted to influence all automobile rates 
adversely. Therefore, for the present and 
until the Department accumulates more 
comprehensive statistics on expenses, auto- 
mobile fire, theft and collision rates in the 
State of Illinois shall be predicated upon 
the loss experience as reported by com- 
panies, with an expense factor of 40% to 
cover company expenses of every character 
except taxes. 








Michigan Attorney-General 
Rules on Hospitalization Plan 


THE ATTORNEY-GENERAL OF MICH- 
IGAN IN A RECENTLY RENDERED OPIN- 
ion has held that hospitalization serv- 
ice at a’ fixed fee is essentially insur- 
ance of a type not provided for in 
the insurance code of the state. 

The hospitals interested in the 
plan had proposed to incorporate the 
Michigan Society for Group Hos- 
pitalization to act as agent for the 
hospitals conducted on a non-profit 
basis to render hospital service at a 
fixed annual fee. 

The hospitals’ duly delegated 
agency was to issue contracts for 
hospital service but no plan appears 
to have been worked out definitely 
for selling the program to the public. 

It was the contention of the at- 
torney-general that the proposed 
service was not “services rendered by 
an agency” but a form of indemnity 
against a defined hazard for a limited 
period of time for a fixed considera- 
tion payable monthly. He held this 
to be obviously an insurance plan. 


Latin-American Insurance 
Congress 


THE FIRST LATIN-AMERICAN IN- 
SURANCE CONGRESS WILL BE HELD IN 
Chile from November 27 to Decem- 
ber 4. Delegations from South 
American states and United States 
Insurance Associations will attend. 
One of the most important subjects 
to be discussed will be the Organiza- 
tion of Re-Insurance. A report on 
that subject has been sent to the 
Congress by Dr. Alfred Manes, visit- 
ing professor in the Indiana Univer- 
sity School of Business Administra- 
tion, 
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INDUSTRY STEPS IN 


By BERNARD S. COLEMAN 


NATIONAL TUBERCULOSIS ASSOCIATION 


F we focus the spotlight of retro- 

spection on public health progress 
since the turn of the century we find 
that thirty years, approximately one- 
half of the ordinary person’s life- 
time, have elapsed since the advent 
of the organized fight against tuber- 
culosis. The struggle has been dra- 
matic with all the attending excite- 
ment, encouragement, optimism, ex- 
hilaration of groups, agencies, and 
individuals participating in it. 


Many gains have been made. Tu- 
berculosis is being routed rapidly 
from its strongholds, dropping from 
its position of prime importance as 
the leading cause of death during the 
decades, but it still takes its greatest 
toll among young men and women 
between the ages of 15 and 45 at a 
time when they are supposed to be 
of greatest service and usefulness to 
themselves, their families and to the 
community. Within these age limits 
tuberculosis occupies first place as a 
cause of death, and is therefore 
basically a problem of the working 
man and woman. 


Tuberculosis may be termed a dis- 
ease of industry. It is the outstand- 
ing chronic disease of industrial 
workers. It strikes people when they 
are in the period of their greatest in- 
dustrial productivity. How is indus- 
trial management meeting the chal- 
lenge and what is it doing to main- 
tain the health of its workers with 
special reference to this communica- 
ble disease? 


Since the passage of the first state 
compensation law in 1911, industrial 
medical services have been estab- 
lished in thousands of plants through- 
out the country to provide for the 
health of the industrial worker. En- 
lightened management has found that 
there are economic and human values 
in maintaining the worker’s health, 
not only from the standpoint of in- 
creased efficiency, reduction in the 
time lost on account of illnesses, a 
more contented and happier working 
force, but also that the preventive 
and curative phases of industrial 
medical services bring return in divi- 
dends many times above the cost of 
these benefits. 


Modern industrial management 
provides physical examinations of ap- 
plicants for employment, periodic 
health examinations of employees, 
efficient care of all industrial in- 
juries and occupational diseases, first 


aid and advice for employees suffer- 
ing from non-industrial injuries and 
illnesses while on duty. It provides 
medical and engineering supervision 
of plant sanitation and of all indus- 
trial health measures for employees. 


The American College of Surgeons 
has surveyed more than 1,600 indus- 
trial establishments representing ap- 
proximately 5,500,000 employees and 
has approved more than 50 per cent 
of these organizations as having met 
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CHRISTMAS SEALS 


help to protect your home and family 
from tuberculosis ... BUY and USE 
them on your Holiday mail 


The National, State and Local Tuberculosis Associations in the United States 
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the minimum standards for medical 
service in industry adopted by the 
College. This number, although seem- 
ingly large, is small when we con- 
sider that there are approximately 
50,000,000 persons in gainful em- 
ployment in the United States, 
15,000,000 of whom are employed in 
industries many of which are associ- 
ated with health hazards. But with 
an increasing interest on the part of 
the United States Public Health 
Service and the state departments of 
health, to which money is being made 
available from Social Security Funds 
for industrial health activities and 
studies which show more and more 
conclusively the advantages of direct 
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industrial medical service to indus- 
try and labor, an era of even greater 
expansion is anticipated during the 
ensuing years. 

Trial surveys and appraisals which 
have been made indicate that the con- 
trol of tuberculosis among industrial 
employees is receiving more and 
more attention. Industrial plants are 
using modern methods recommended 
by the National Tuberculosis Asso- 
ciation in finding cases of this dis- 
ease, especially the early cases which 
present no outward symptoms, and 
which may be detected by the use of 
the fluoroscope or the X-ray. The 
examination of applicants for em- 
ployment is discovering many of 
these cases. Further examinations at 
stated intervals during the course of 
employment, frequency depending 
upon the nature of the work, are 
made to determine the health of the 
worker as time proceeds and to watch 
the effect of the employment on the 
worker with special reference to pos- 
sible occupational hazards. 

Many industries provide rest 
homes for employees for given peri- 
ods when their health seems to be 
failing and a comparatively short stay 
in the country under suitable condi- 
tions may effect physical restoration 
and prevent more serious conse- 
quences. Also, some industries main- 
tain sanatoriums to which employees 
who break down with tuberculosis 
are sent for cure and arrestment of 
the disease. Wherever possible the 
employee’s job is waiting for him 
upon his return from the sanatorium 
as an arrested case and with certifi- 
cation that he is physically able to 
resume work. 

ee ® 


oe industrial management 
is taking a humane attitude in 
helping along the ardent campaign 
against tuberculosis. This is being 
done through modern methods for 
the elimination of fatigue, for proper 
ventilation and other safeguards for 
adequate plant sanitation. Also, medi- 
cal control of the worker’s health by 
means of pre-employment and subse- 
quent periodic medical examinations, 
constant X-raying of workers ex- 
posed to harmful dusts and fumes, 
immediate hospital or home care for 
the employee showing evidence of tu- 
berculosis, and assurance of some 
economic security for the family 
while the head of the family is away 
curing. 

When the situation is such that 
employees in small industries can 
have available to them industrial 
medical services comparable to the 
larger industrial and mercantile es- 
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tablishments, we can look forward to 
routing tuberculosis from one of its 
last strongholds, the industrial wage- 
earning groups. This can be accom- 
plished. But it will require the coop- 
eration of all agencies interested in 
industrial health as a_ tuberculosis 
problem. The definite need for find- 
ing the early case of tuberculosis 
among young men and women is 
demonstrated by the occurrence of so 
many cases during adult years. In- 
dustry and the community will rise 
to the occasion and not wait until 
the person has become ill, but will 
seek him out before illness and mani- 
fest disease set in. Enlightenment 
and education of employee and em- 
ployer will bring this about. The Na- 
tional, state and local tuberculosis 
associations supported by the sale of 
Christmas Seals aim to provide for 
the dissemination of this basic infor- 
mation and encourage the develop- 
ment and use of modern methods for 
the control of tuberculosis among in- 
dustrial wage-earners. 








Mutual Insurance — 
An American Institution 


(Continued from page 14) 

Now in conclusion let me empha- 
size that Mutual Insurance is Ameri- 
can Insurance ; that no other business 
has a tradition and a background so 
thoroughly American as our own. 
We are older than the nation; we 
ante-date the immortal Declaration 
and the Constitution. The very men 
who welded us into a nation gave 
us Mutual Insurance. We followed 
the pioneer across the country, not 
to exact a profit from his labors but 
to be of service to him, and as a re- 
sult our basic principle—prevention 
of loss—is now woven into the fab- 
ric of present day American life. 

“The American Way”’—Mutual 
Insurance is the American way—the 
democratic way with “equal rights 
to all—special privileges to none.” 
Let Stock Insurance talk about its 
profits—we will continue to render 
service to our members to the end 
that losses may be prevented, the na- 
tion’s resources conserved, and the 
insurance costs reduced. 


Those of you who attended the 
“National Convention” at Los An- 
geles in 1930 will recall the very in- 
spiring editorial that appeared in the 
Los Angeles “Times” of August 29, 
1930; but let me read it for the bene- 
fit of those who were not there— 


Mutual Insurance Conclave 


P Not dramatic, not spectacular, not sensa- 
tional in its methods or achievements, the 
convention of the mutual insurance com- 





panies, nevertheless, represents one of the 
brightest agencies our civilization has pro- 
duced for stabilizing the brotherhood of 
man. Los Angeles is honored in acting as 
host to the 1200 or more delegates who 
have come to our city to advance the cause 
of mutual insurance at their thirty-fifth 
annual convention. 

We as children of this modern era are 
pardonably proud of listing the many con- 
cerns and societies devised in the name of 
charity—from the Red Cross to the Com- 
munity Chest—for relieving the distress 
and suffering of the poor and needy, left in 
less enlightened ages to the tender mercy 
of chance and the elements. But of all the 
noble and deserving and capable labors of 
love carried on for the honor of our com- 
mon humanity, none has gone so far in 
defeating misfortune and reducing life’s 
hardships as the grand marshaling of a na- 
tion’s strength represented by our mutual 
insurance’ companies, 

W. E. Straub, president of the Farmers’ 
Mutual Insurance Company of Nebraska, 
told the convention that economic losses 
due to premature death and preventable ill- 
ness in the United States amount annually 
to $6,000,000,000. How many men and 
women realize the additional loss this would 
entail were it not for the provision made 
by the insurance companies, built from the 
individual offerings of millions of small 
subscribers into a bulwark and rampart 
against the consequences of unforeseen sick- 
ness and sudden death? How many appre- 
ciate the potency of this major factor in the 
economic welfare of the United States? 

Mutual insurance is the faith of man in 
his fellow-men embodied in gold and silver. 
It goes further than charity. It has achieved 
in group assistance what Communism can 
never achieve. If one wanted to measure 
the moral, the progressive, the strong and 
helpful attributes of a nation, no better cri- 
terion could be chosen than the wealth in- 
vested in mutual insurance. There are 
many pillars supporting the temple of our 
American civilization, churches, schools, li- 
braries, fraternal societies, law and order 
organizations—but if the great central pil- 
lar of mutual insurance were removed the 
whole structure would totter. 





October Fire Loss Higher 


ACCORDING TO FIGURES COMPILED 
BY THE NATIONAL BOARD OF FIRE 
Underwriters, five losses in the 
United States during the month of 
October totalled $24,797,624, a 6 per- 
cent increase over the preceding 
month and 17.5 percent greater than 
the loss for October of last year. 

The aggregate of losses for the 
first ten months of this year reveals 
an increase of nearly $10,000,000 
over the same period of 1937. 

The following table shows losses 
for the first ten months of 1938 and 


1937. 1937 1938 

RA neene $ 25,069,895 $ 27,676,337 
 Papitescss 28,654,962 26,472,026 
— ieresireaataes 29,319,029 29,050,968 
ee 5 26,663,854 25,616,112 
| eae 21,437,739 22,917,577 
EN dhe Sore. ncalealats 19,524,765 19,473,617 
po 19,812,485 20,434,688 
SNe 19767314 20,821,184 
or a 19,349,756 23,372,528 
ie eegten, 21,097,670  24,797'624 





Total 10 mos. $230,697,469 $240,632,361 
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GEORGE WASHINGTON 


— DOMINANT LEADERS 


George Washington, after leading the struggle for independence 
and freedom in 1776, became a dominant leader in shaping the 


political and economic policies of our country. 


Just as Washington was a dominant leader, so, too, has, Mutual 
Insurance been a dominant factor in shaping the destinies of the 
property owners of our country. 


Of the strong Mutual Fire Insurance Companies, the Federal Mu- 
tuals are high on the list. Why? Because, aside from being guided 


by far-sighted executives, they offer SAFETY—SERVICE—SAV- 
INGS— and PROMPT PAYMENT of legitimate losses! 


When considering new or additional insurance protection, do not 


overlook the Federal Mutuals’ plan of complete protection. 


FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA. MINNEAPOLIS 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE 


MINNESOTA 
STEVENS POINT WISCONSIN 
COMPANY, OWATONNA. MINNESOTA 


Associate Company: 
HARDWARE MUTUAL CASUALTY COMPANY—STEVENS POINT, WISCONSIN 








ESSENTIAL MUTUAL PRINCIPLES 





A Strictly American Plan of Business 


Thousands of American business men and 
householders are realizing every day that 
insurance companies with American-sound- 
ing names are not necessarily American 


insurance companies. 


Thousands of property owners are finding 
out that foreign insurance companies doing 
business in this country are taking millions 
of dollars in sorely needed American capital 


out of the United States every year. 


More and more they are realizing that the 
word “mutual” positively identifies an insur- 


ance company as an American company, 


hiring American employees and returning 
the excess of premiums — after claims and 
expenses have been paid—to American 


policyholders. 


The oldest insurance company in this 
country is a mutual company. For nearly 
200 years, the contributions of mutual insur- 
ance companies to American health, safety 
and economy have played a highly impor- 
tant part in American progress. Today's mu- 
tuals, like the first one, 
are still doing business 


on a typically American 





re: 


President 


plan. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


Mutual Insurance Building 


Chicago, U. S. A. 














